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The Pennsylvania State University
Institute for Research on Human Rescurces

The Institute for Research on Human Resources of The Pennsyl-
vania State University was established in December 1964 as a multi-
disciplinary, intercollege organization to conduct research on, and
provide graduate training in, the utilization and development of human
resources. The Institute cenducts experimental programs and evaluates
public policies and institutions concerned with education, crime, man-
power, medical care, welfare, science policy, and religion.

In conducting experimental programs in such areas as school
dropouts and prison education, the Institute has directed its attention
to the development of educational processes which are most effective
in the achievement of the goals of society. Its evaluative research
has included cost-effectiveness studies in areas such as vocational
education, child health and welfare, and elementary education.

An important aspect of the Institute's overall program is gradu-
ate training. Graduate students, who participate in all phases of the
Institute's research projects, have an opportunity to acquire tools,
expertise, and broad understanding in the areas of their major interests.

Dissemination of the research findings of the Institute is
achieved through publications, workshops, and seminars, and by testimony
presented to such public agencies as the U. S. Congress, state legisla-
tures, and the executive branch of govermment at the local, state, and
federal levels.,

Two centers within the Institute add thrust to its research

fforts. The Center for the Study of Science Policy, created in mid-1969,
is primarily involved in studying the relationship of state and local
science policy to national science policy, and with the application of
scientific and technological knowledge to domestic problems. It seeks
to provide the theoretical and empirical bases required for development
of a state science policy. The Center has completed a series of analyt-
ical studies, collected quantitative and qualitative information on the
organization of research and development within the public sector, and
sponsored workshbops and seminars for those invelved in the formulation
and implementation of science policy.

The Center for the Study of Religion and Human Resources was
organized in February 1970 to conduct research related to the impact
of reiigion on the process of human development. Whereas previous
research on human resources has dealt mainly with people's needs and
goals, the emphasis of this Center is on personal value systems relevant
to these needs and goals.
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Chapter 1

MISSION OF THE CONCENIRATED EMPLOYMENT PROGRAM

On January 23, 1968, President Johnson sent his first message to
Congress following his State of the Union address. In it he proposed "a
$2.1 billion manpower program, the largest in the Nation's history, to
help Americans who want to work get a job" (New York Times, January 4,

1968, p. 24). A basic component of that project was the Concentrated Em-
ployment Program (CEP), which was created to help those people who have been
labeled "hard-core unemployed." The message described them as follows:

These hard-core are America's forgotten men and women.
Many of them have not worked for a long time. Some have
never worked at all. Some have held only odd jobs. Many
have beer so discouraged by life that they have lost their
sense of purpose.

In the depression days of the 1930's, jobless men
lined the streets of our cities seeking work. But today,
the jobless are often hard to find. They are the invisible
poor of our Nation.

Last year I directed the Secretary of Labor to bring
together in one unified effort all the varicus manpower and
reiated progrvams which could help these people in the worst
areas of some of our major cities and in the countryside.

The Concentrated Employment Program was established
for this purpose.

As the unemployed were identificd, the Concentrated
Employment Program set up procedures for seeking them out,
counseling them, providing them with health and education
services, training them, all with the purpose of directing
them into jobs or into the pipeline to employment. [New
York Times, January 4, 1968, p. 24]

This message describes the essential rationale and function of CEP--
an attempt to seek out and serve, in the most efficient manner possible,
those members of society who do not take advantage of normal training and
job placement opportunities. It also reveals certain basic assumptions
as to why the hard-core unemployed do not avail themselves of such oppor-
tunities. First, it is assumed that they are out of contact with the
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mainstream of society, in a subculture of poverty which views the institu-
tions and agencies of the larger society with skenticism, if not hostility.
This skepticism is seen as the result of a series of failures in schools and
jobs. After repeated failures, these individuals appear to give up; feeling
that there is no place for then, they retreat into a marginal existence.
They survive through public assistance, day labor, living with friends and
relatives, and a variety of illegal and quasi-legal activities.

CEP thus emphasizes recruitment and support. Since it is assumed
the hard-core do not seek training and jobs, the CEP sceks them out and tries
to convince them that viable . nortunities are available. After participants
are persuaded to enroll in CEP, attempts are made to keep the level of support
high. The primary agents for this Support are coaches who maintain personal
relationships with the participants. The coaches themselves are usually
selected from the hard-core population. 1In addition, the typical CEP makes
health, day care, and legal services available to participant.; in need of
these kinds of assistance.

Despite the degree of support CEP ittempts to provide, many potential
participants who express an initial interest in the program fail to follow
through on this interest; others, who enter the program, leave before CEP
is able to find them a job. Even those who are successfully placed often do
not retain their jobs for any appreciable length of time.

This study was conducted to examine the basic assumptions unde¢: which
the CEP was organized, assumptions regarding the characteristics of the
people served, the nature of the services they needed, and the labor market
in which they sought jobs. It attempted to identify those factors in the
people themselves, the nature of CEP, or the kinds of jobs that CEP could
provide that distinguish between those for whom CEP orovided successful ex-
periences and those for whom it did not.

The major conclusion arising from the data collected in this study
1s that most of the young men who participatea in the Columbus CIP were un-
employed because thev were unwilling to take the kinds of jobs that were
normally available %o them. There is a tendency among meny people in this
country to think that because millions are willing to work in unrewarding
poverty-level jobs all the unenployed shouvld also be willing to do so. An
analysis of the Columbus labor market showed that while there were rela-
tively few attractive jobs for which the typical CEP participant could
qualify, there were many low-skill, low-paying ones. Many of those defined
as hard-core unemployved in Columbus demonstrated by their unemployment that
they were unwilling to take such jobs. In most cases this appeared to be a
deliberate, conecious choice. The young men who vere interviewed for this
study knew they could get low lcvel, dead-end jobs any time they wanted to.
They simply did not care to work in such jobs, and there is no recason to
believe that any amount of coaching, job guidance, or orientation programs
could convince them that they should take such jc',s. A CEP-type program,
to be successful with the unemployved who have this attitude, would have to
offer jobs paving at least the average wage for the local labor market.

This conclusion is based on the following main findings:
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1. The perceived ability of CEP to provide 'good" jcbs appears to
be the main source of its ability to attract anu retain participants. Po-
tential participants failed to enroll and active participants dropped out
when they be’ieved that CEP could not provide them with good jobs.

2. Many of the CEP participants had had limited exposure tc dif-
ferent kinds of jobs, although they had held several of the low-level,
dead-end type. As a result they had limited knowledge of occupations anu
undifferentiated vocational likes and dislikes. Pay, wage rate, appeared to
be their main critevrion for defining a job. A good job was one that paid
approximately the average for production workers in the community.

3. The effects of CEP experiences on job retention were minor com-
pared to personal characteristics reflected in such things as sex and
assignment to the CEP orientation program. Females were =mployed more
following CEP and the less "job ready" participants who weni through two
weeks of orientation were employed less.

4., Attitudinal reactions to the job=--how much one liked his job or
how he got along with his supervisor--were far less important to retention
in the jobs that were nost recently held than the pay one received and the
oppcrtunity to make more money by working more hours.

These findings indicate that the success of a program such as the
Columbus CEP, which was directed primarily to young unemployed males, is
directly dependent on the degree to which the program can provide jobs that
are better than those its participants could get on their own. The meaning
of the word "success'" that is implied in the preceding suatence is the
placement of program participants in jobs offering stable employment. In
the rationale of CEP, assisting the hard-core unemployed to move from a
marginal existence to full participation in the economy was seen as re-
quiring a series of progressive steps, each with its own set of barriers.
Once prospective participants were identified aad interested in the project,
what caused gome to lose interest before they enrolled? If they were in-
terested enough to enroll and begin participation, what caused some to
withdraw before completing the program? If they did complete CEP, what
effect did this have on their emplovability immediately after the program?
And what effect did CEP have on long-term retention? This report addresses
all of the above questions, and the definitions of success were derived from
them. The first level of success was defined as securing the active partic-
ipation cf potential errollees, the second as retaining participants in
the program, the third as placing a participant on a job, and the fourth
as retention in a job.

Organization of the Report. The data collected and analyses con-
ducted to test these definitions are the subject of the separate chapters
of this report. The remainder of this chapter previews the results dis-
cussed in the following chapters and briefly describes the study city,
Columbus, Ohio, and the objectives and operations of its CEP. It also
outlines the data collection, including the criteria used to select samples
of respondents and the completion rates that were achieved.
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A framework and perspective for the report is provided in Chapter 2,
which reviews pertinent studies related to poverty and programs that have
been suggested to combat it. Many of the features and operations of CEP re-
flect basic assumptions about the hard-core unemploved. These assumptions
are explicitly stated and examined in the light of available knowledge in
Chapter 2. Chapter 3 examines Columbus, Ohio, as the labor market in which
the CEP functioned. It reveals a diversified and prosperous cconomy with
very low unem~loyment during the period covered by the study.

Chapter 4 considers the characteristics and job geals of respondents
who took part in the study, particularly those potential participants who
never actually envolled in CEP. These respondents are shown Lo be verv
similar to the enrollees with respect to major demographic characteristics,
aspirations, and general outlook on life. On questions designed to assess
if the hard-core unemployed fit the discouraged, alienated stereotype which
has become associated with them, responses suggest that if they were not
exactly happy vith their lives, neither did they censider their situations
hopeless. Their major dissatisfaction stemmed from their poverty--they
lacked things they wanted. Employment was found to be strongly associated
with overall outlook; respondents who were employed when interviewed were
definitely more optimistic than the unemployed.

Because the issue of work motivation among the hard-to-employ is
the subject of so much debate, both scholarly and popular, a special effort
was made to assess the attitudes toward work of the CEP participants.

These attitudinal measures provided estimates of individual differences in
evaluation of worl. The analyses of these data, which are discussed in
Chapter 5, showed that the attitudes toward work among the CEP participants
were practically identical to the attitudes in the other groups that were
studied.

Data are also prescnted for a subsample that was studied more in-
tensively and longitudinally at CEP intake, post-program, and follow-up.
Several techniques were used to assess the attitudes of these respondents
toward work. The most widely used, and apparently the most sensitive, was
a card sort of forty attitudinal items. Analyses of the patterns of these
sorts indicated that, in general, the participants had fairlv positive
attitudes toward work, but that there was not a great deal of ego-involvement
in these attitudes. In other words, their attitudes toward work were not
essential elements in their concepts of who and what they were. It was also
found that dropping out of CEP was associated with movement toward more
negative attitudes about work. Measures of attitude toward work obtained at
CEP enrollment were not, however, associated with completion of CEP, or with
subsequent employment.

Reactions of the participants to their experiences in the CEP pro-
gram are examined in Chapter 6. The overall impression that CEP seemed to
create was favorable; even potential participants who decided not to take
part were usually positive about the program and the way they were treated
by the staff. The major factor that scemed to scparate the potential par-
ticipants from the actual participants was their evaluation of what theyv
felt CEP could do for them. The potential participants were decidedly more
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pessimistic about the ability of CEP to provide jobs that were any better
than what they could get on their own. It also aopears that it was the in-
ability of the CEP to satisfy the job desires of some of its regular partic-
ipants that caused them to drop out. The drop: - were more willing than
the potential participants to give CEP a try, bu. . hen the program was slow
in providing the jobs or training they wanted, they left.

If CEP was not able to satisfy the job desires of the potential
participants and the dropouts, it would seem likely that they would have
higher aspirations than those who completed the program. This, however,
was not the case. The patterns of job desires in the three groups were
quite similar, and, if anything, those of the completers seemed somevhat
higher. Moreover, when they initially visited CEP over one-half of the
potential participants and two-thirds of the dropouts did not specify
particular job preferences. Thus, although they were cissatisfied with
what CEP could provide, most were uncertain as to what they wanted other
than "good" jobs.

This lack of vocational values and goals among the hard-core popu-
lation was evident in the answers to several questions about job cxperiences
and job aspirations. Such lack of direction naturally makes the task of
CEP much more difficult. For undecided participants CEP must not only
attempt to find suitable jobs or training, but must help the individuals
define "suitable" for themselves.

The quality of jobs that CEP actually provided for its participants
is discussed in Chapter 7. Quality is defined in terms of the participants’
reactions to these jobs as measured by a set of rating scales. The reactions
of the participants are compared to those of their co-workers who did not
get their jobs through CEP, and to those of their supervisors. Although
there was little agreement across groups in these evaluations, there was
considerable agreement within groups across methods of measurement. This
means that the different groups of respondents appeared to be applying dif-
ferent standards but were consistent in the standards they applied. On the
average, the CEP participants did not rate their jobs very differently
from the co-workers or the supervisors.

A factor analysis of these job climate ratings indicated that the
basic attitudes underlying the scparate measures were generally similar for
both the participants and their co-workers. Among the differences, the
most important concern perceptions of supervision and the rewvards of work.
The participants, especially those who were unemployed when interviewed,
did not differentiate between supervisor support and supervisor pressure
as their co-workers did. Nor did they relate their own efforts to the
rewards received from a company in terms of pay, security, and chance tor
advancement. The co-workers were more likely to perceive their efforts
as being related to their rewards.

Unfortunately, these interesting differences in attitudinal re-
actions to jobs were not found to be related to any of the measures of
retention. Employed and unemploved respondencs did rate their jobs dif-
ferently on some aspects, especially on supervision. However, when the
attitudinal measures were entered into a multiple regression analysis they
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had no significant relationship with the indices of retention. The informa-
tion on post-CEP job experiences of the participants is presented in Chapter
8. Job experiences are analyzed from three different perspectives: (1) the
first job after CEP, (2) the most recently held job (about which the atti-
tudinal data were gathered), and (3) indices of all post-CEP jobs. Data from
each of these perspectives were analyzed by the major classifications (usually
completer-dropout, employed-unemployed, and placed by CEP-not placed) and
multiple regressicn analyses were also performed.

The cross-tabulation analysis showed that soon after leaving CEP
those who had completed the program were much more likely to be employed
than the dropouts or potential participants who did pot enroll. However, a
multiple regression analysis of the probability of employment indicated that
it was not simply whether the participant completed CEP, but the experiences
he had while in CEP that was important. Respondents who were more likely to
be employed were those who reported having regular coaches while in CEP, who
did not reject jobs to which they were referred by CEP, and who felt they
got from CEP what they vanted. Thus, while being in CEP was essential to
having these experiences, CEP completion itself was not independently
associated with increased probability of employment.

The analyses of total post-CEP employment (over a period of about
ten months) revealed that the variables most consistently associated with job
retention were sex and attendance in the CEP orientation program. Females
were more likely to be employed than males, and participants who attended
orientation were less likely. Since it was a deliberate CEP policy to have
participants who were judged less employable attend orientation, their poorer
employment record is not difficult to understand. The greater employment of
females is open to many possible explanations.

Analysis of the factors related to retention in most recent jobs in-
dicated that pay rates and hours of work (which reflect the opportunity to
make money) were the significant variables. The sex of the respondents just
failed to reach significance. It was in these analyses that the attitudinal
Mmeasures were entered, and they failed to explain any significant proportion
of the variance in retention. The strongest conclusion to be drawn from
the data on job experiences is that the best way an employer can enhance
the job retention of peripheral workers is to Pay a moderate starting wage
and provide fairly rapid increases.

In Chapter 9 the focus of the report shifts from the CEP participants
to their employers. Data from interviews with the employers were used to
construct four indices of the success that the employers had with CEP hires.
These indices were analyzed by factors both external and internal to the
hiring companies, by degree of commitment, and by the structure cf the pro-
grams they conducted for CEP hires. As might be expected, companies that
reported difficulty recruiting non-CEP workers also had problems retaining
CEP hires. These were less desirable employers. Larger companies had better
retention, but unionization was associated with poorer retention. Better
job conditions seemed to enhance retention. Most of the employers did not
conduct any special programs for CEP hires, nor did they change the nature
of their jobs or standards on absenteeism, tardiness, or production. Where
these standards were adjusted for CEP referrals, retention seems to have
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been poorer. Maintaining standards, but explaining them carefully to new
hires, appears to be a better policy. Almost all employers adjusted their
regular hiring criteria to accept CEP referrals.

Chapter 10 concludes the report, and in it an attempt is made to
interrelate the results presented in the previous chapters and to draw some
implications for the conduct of manpower programs such as CEP. Virtually
all of the data gathered in the study point to the importance of jobs and
pay, but not just any job and not just a minimum wage. The respondents
knew they could get low-level, dead-end, poorly paid jobs anytime they
wished; they wanted CEP to provide something better. The extent to which
CEP was successful with its participants appears to be directly related to
the degree it could provide more desirable jobs than those the participants
could normally obtain.

THE STUDY CITY: COLUMBUS, OHIO

The data presented in this report were collected in one city, and
no claim is made that these data are representative of any other city or
any other CEP. It is hoped, however, that they permit an intensive eXami-
nation of the variables affecting the success of CEP participants in this
city.

The study was conducted in cooperation with the CEP in Columbus,
Ohio, a city chosen because it met several criteria. The most important
criterion was that the Columbus CEP was new, just beginning its operation.
It was considered essential that this project be conducted in a new CEP.
The methodeclogy of the study was to contact the dropouts and the potential
participants as soon as possible after they withdrew or failed to follow up
their initial expression of interesc. It was planned that through quick
follow-up they would be interviewed while their experiences with CEP and
reasons for withdrawing were clecar in their wminds. Another reason for
choosing Columbus was its diversified industrial base and tight labor mar-
ket. This market would tend to minimize factors external to the CEP which
could influence its effectiveness. It was reasoned that with the tight
market in Columbus those people who could obtain jobs in the traditional
ways would be emploved; those who remained should be truly hard-core un-
employed. A third recason for choosing Columbus was the high concentration
of its hard-core population, which was predominantly black. Although
Columbus has no appreciable population of Puerto Ricans or Spanish-Amer-
icans, it does attract a sizable in-migration of rural whites from Kentuck
and West Virginia. However, these people generally do not live on the
near east side of Columbus, which is identified as a black neighborhood.

Tt is this n~ar east side that was chosen as the target area for
the Columbus CEP. Containing the Model Citv neighborhood, it includes five
census tracts consisting of 2.56 square miles. The area is clearly de-
marcated. On its south and west it is bounded by limited access interstate
highways; to the north there is an extensive complex of railroad tracks,
and on the east railroad tracks and a large creek. Only the major streets
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cross thesc barriers. The secondary streets are blocked by the highways and
tracks and contribute to a sensc of isolation and confinement.

Characteristics of the CEP Target Arca. To provide some understanding
of the cenditions in the CEP target arca data available from published sources
on the area are compared to data available for the whole city. Most of. the
comparisons are based on 1960 census figures and hence are quite dated. They
probably understate the degree of deterioration in the target area. Since
1960 there has been considerable interstate highway construction and some
urban renewal in the area. Although scme public housing has been constructed.
the total effect has probably been a decrease in the number of housing units
available. The general condition of the area, as reflected in the cleanliness
of the streets, the condition of homes and yards, the number of abandoned
stores, and similar signs, appears to have declined.

In these comparisons it should also be noted that the total city
figures include the data for the CEP target area. If the target areca data
were removed from the city totals, the differences between the target area
and the remainder of the city would be larger.

While land in the CEP area is c1ly 2.2 perceat of the total of the
city, in January 1967 it contained 9.3 percent c¢® the city's population.
(The city's population was 573,280, the target z.ca's 53,513.) This concen-
tration i¢ further reflected in the density of housing units per acre. In
1964 the city average was 3.13 upits per acre; in the target area it was
10.60 units per acre. Thirty-five percent of the units in the target area
were consgidcred substandard, and 6.8 percent dilapidated, at che time of the
1960 census. Comparable figures for the total city were 20 percent sub-
standard, 4.5 percent dilapidated.

Recent figures on the racial composition of the target areca are not
available, but it is known that the proportion of Negroes in all of Columbus
rose from 16.6 percent in 1960 to 23 percent in 1965. Projections indicated
that in 1970 Negroes would constitute 32 percent of the city's population.

Residents of the CEP target area have less education than their
fellow citizens of Columbus. According to the 1960 census 17.2 percent of
people 25 years of age and older had less than eight vears of education;
in the target area the percentage was 24.3. Such statistics, moreover, do
not reflect possible differences in the quality of education in the poverty
area. Onre indication of poorer quality is that the enrollment of persons
14 to 17 years of age is far lower in the CEP area than in the total commnun-
ity. This reflects the number of persons leaving school before graduation.

The data on unemployment and income also are dated but indicate the
difference botween the target area and the rest of the city. 1In 196C,
when the unemployment raote for Columbus was 5.7 percent, in the target area
ic was nearly double, 10.5 percent. While the total unemployment rate de-
clined in the Columbus area te less than 2.5 percent in 1969, it is clear

h
“Census tracts data for Columbug wer~ not available for the 1970 census

at the time this was writien.
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that much higher rates were present in the CEP neighborhood. In 1960 25.9
percent of the family units in the target area had incomes below $3,000 and
7.8 percent had incomes below $1,000. The comparable figures for the city
as a whole--which includes thc CEP area--were 16 percent. below $3,000 and

3.7 percent below $1,000.

The figures on crime, health, and public assistance yield similar
cornparisons. Specific statistics will not be cited, but it can be said
that the crime and delinquency rates in the CEP area are about twice as
high as those for the city as a whole. The incidence of tuberculosis is
about two and one-half times higher than the total city's while the infant
death rate per 1,000 births is 60 percent higher. The CEP area has less
than 10 percent of the city population under 21, but 45 percent of that
population receives aid to families with dependent children (AFDC) compared
to 7.6 percent in the whole city.

Many more similar statistics could be cited, but they would only
belabor the obvious. The CEP target area is clearly a poverty neighborhood
with residents who suffer from the multiple, interdependent problems that
are both the cause and result of poverty. CEP was an attempt to deal with
these multiple problems. It was based on the beliel that the unemployed
often need much more than just jobs; many also need medical care, basic
education, instruction on how to use pubhlic transportation, day care for
children, and, perhaps more than any of these, encouragement.

The Columbus CEP. The general rationale of the CEP program is
discussed at greater length in Chapter 2 in the context of various proposals
that have been advanced for combating poverty. At this poniut. however, it
may be helpful to present some background on the Columbus CEP in which the
study was conducted. The sponsor of the program was the Columbus Metropoli-
tan Area Cormunity Action Organization. The Columbus CEP set as its program
objective:

. . . a delivery system of manpower services designed to move
1,000 disadvantaged residents of the Model [Cities] Neighbor-
hood through a planned sequence of pre-employment experiences
that will lead them to full time, unsubsidized jobs that have
potential for progress by December 31, 1969.

High supportive services will be maintained by social
agencies, counselors, coaches, and volunteer groups from
the private sector, until the individual has obtained and
adjusted to employment. [CEP Project Proposal, pp. 7-8]

The CEP set the following priorities on groups for entry into the
program:

1. The young male between the ages of 16 to 25, high
schocl dropout, police record, unemployed, or with a sporadic
employment record.




Ployment (adequate income producing). [CEP Project Proposal,

pp. 8-9]

The CEP sought to find and serve these potential rparticipants by
relying heavily on coach-recruiters who were themselves drawn from the
first group described above. The coach-recruiter was to maintain contact
with the individual he originally recruited through all processing and
orientation until that individual was placed in a regular job or training
slot. Limitations of funds restricted the amount of follow-up the coach-
recruiters were able to maintain after individuals were placed.

When a potential participant was recruited, he was either brought
to the CEP office by the recruiter or an appointment was scheduled. At
the office a preliminary briefing about the program was held each hour for
applicants. The general nature of the program, the services it had avail-
able, and the training allowance were explained. Each applicant then met
with a counselor who completed the forms and scheduled the individual for
a physical examination and the General Aptitude Test Battery. In those
cases where the counselor judged that the individual was job ready an

attempt was made to find a suitable job from among the orders on file
with CEP.

Applicants who were not considered job ready were scheduled for
the two-week program of prevocational orientation. This program had a
heavy emphasis on building self-confidence and self-esteem. Since almost
all of the CEP participants were black, black history was a dominant theme.
Job orientation--how to apply for a job, why employers insist on regular
attendance, how to get along with a supervisor, etc.--was another major
emphasis. Personal grooming and personal finance also were discussed,
although as CEP progressed these received less emphasis. Basic education

was available to all participants who were deficient in basic literacy
skills.

During the orientation program most of the participants talked with
an Employment Service counselor who discussed the results of their aptitude
tests and tried to help the participants formulate some vocational goals and
Plans. 1If the individual's goals required training of a kind that was avail-
able through one of the CEP components, he would be enrolled in the progran,
or, if no slots were available, scheduled for future entry. The training
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2. The male in the same age range but with a record
of underemployment, low labor market skills, with high
school diploma.

3. The third group to receive consideration will be
males 35 and over, low educational attainment, poor work
records, prison records.

4. Female heads of households, low educational attain-

. ment, little or no work records in jobs with meaningful em-
slots were primarily in the following programs: Manpower Development and
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Training (skilled and semiskilled occupations), New Careers (paraprofes-
sional), Special Impact (on-the-job, construction skills), and Project
Value (on-the-job, clerical =kills). For those participants whose job
necds were more pressing, placements in suitable johs were sought.

Figure 2-1, located at the end of Chapter 2, is a flow chart that
presents typical paths CEP participants may follow. The experiences of
participants in the Columbus CEP were very similar to the paths shown in
this chart.

DATA COLLECTION

There were actually two phases of data collection. The first
focused on the experiences that participants and potential participants
had when they came in contact with the Cclumbus CEP. These interviews werve
conducte ! as soon as possible after a participant left CEP, either through ;
job or training placement or by dropping out. The sccond phase concerncd
the labor irarket experiences of the participants; interviews were conducted,
on the average, nine to ten months after the participant left CEP.

Selection of Respondents for Prosram Phase

Because of the difference in emphasis of the two phases different
criteria were used to select respondents. In the first phase three main
groups of respondents were cxamined: ''completers,'" 'dropouts," and "ex
antes." The completers were those individuals who enrolled in the CEP and
successfully completed their program. Successful completion may mean that
they were assessed, found "job ready" and placed in suitable jobs, or that
they took the two-weeck prevocational orientation program and then were placed
in jobs. It could also mean they were placed in training components, such
as a Manpower Development and Training or Special Impact program. Actually,
placement in such a component would not signify final success until the
trainees were placed in jobs, but for the purpose of this report such
placement was considercd completion,

A dropout was an individual who had enrolled and attended at least
one day of the prevocational orientation classes and then withdrew at sone :
later time before being placed in a job, or who had been placed in a train- :
ing component and vithdrew from it before he was interviewed. Atterndance
for at lecast one dav of prevocational oricntation was the crucial distinction
between the dropouts and the third group, the "ex antes.'" The ex antes
were defined as those who expressed an interest in CEP but never followed

l)

In the follow-up phase of the studyv, participants who entered
training components were excluded from the sample. The reasons for doing
so oare explained in the following sectioun.
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through on this interest. They included potential participants who expressed
an interecst to a recruiter but never visited the CEP offices, or who visited
the offices but never attended the classes Oor were never placed in jobs,

The term "ex ante" was selected to differentjate them from the dropouts who
actually were involved in the program. Literally it refers to one who dropped
out before the fact of actual involvement, or a pre-dropout,

The ex antes were a particularly difficult group to identifv and inter-
view. Various monitoring systems were established in the CEP to identify
the potential participants who never enrolled. One source was the apnoint-
ment slips completed by recruiters for potential participants. The Penn
State staff was notified whenever an appointment was not kept. Another source
was potential participants who visited the CEP offices to see what the pro-
gram was like and left without comipleting any forms. The names of thesc ex
antes were obtained from a sign-in sheet which was kept for the Penn State
staff by the CEP intake secretary. A third source was lists of referrals
made by agencies such as the Employment Service or the neighborhood searvice
centers of the Columbus Metropolitan Area Community Action Organization.
A final source was the prospects who completed the initial forms but never
attended preveocational orientation or were never placed in jobs.

It is clear that there was some arbitrariness in the definition of
the ex antes, but this was inevitable. There were, for example, many women
who visited the CEP offices but were told that CEP had nothing available for
them. This was due to a specific policy to concentrate the training siots
and jobs CEP had available on unemployed males. The goal of the progran was
to service three males for each female, These women were not considered ex
antes because, in light of the CEP policy, they were never considered eligible
for participation.

A total of 599 respondents were interviewed: 295 completers, 93
dropouts, and 211 ex antes. The respondents vwho actually participated in
the CEP program, the completers and dropouts, total 388 and represent 78
rercent of the 497 participants terminated by the Columbus CEP from its
start in October 1968 through June 1969. An attempt was made to locate and
interview all these terminations, but some were inaccessible because they
had left town or wevre in prison. A small percentage refused to be inter-
viewed. and approximately 10 percent could not be located. It is impossible
to report completion rates for the cx ante interviews because the initial
reference lists were so variable. There is no way of determining whether
these lists reflect all individuals who expressed an interest in CEP. In
addition, the monitoring systems to identify ex antes were not established
until the end of February 1969. Approximately 80 nercent of the people whose
names were obtained from these systems were interviewed, but this figure
does not mean 80 percent of all potential participants who expressed an
interest, but did not enroll in CEP, were interviewed,
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Selection of Respondents for Follow-up Phase

The objective of the follow-up phase of the study was to examine
the job experiences of CEP participants. In this phase it was decided to
limit the responlents to participants, both dropcuts aad completers, who
went directly from CEP into the labor market. Many of the CEP participants
were =2ssigned to institutional training such as MDTA courses or New Careers
and others werc sent to formal on-the-job programs. The CEP participants
who took such training ha. a much different preparation from those who were
plcced directly in jobs or who only attended the two-week orientation pro-
gram. For this reason it was decided to eliminate those who went into for-
mal training. To provide comparison groups against which to evaluate the
experiences and reactions of the CEP participants, each one interviewved was
asked to name a co-worker who did the same type of work but who had not
gotten his job through CEP.3 Each participant was also asked to name his
direct supervisor.

Table 1-1 lists the number of interviews attempted with former
participants and their co-workers, the number completed, and the reasons
why others were not. Completion rates during the follow-up phase were
far lower than during the program phase, but it must be realized that the
follow-up interviews were conducted nine to ten months later. Completion
rates among the co-workers were better than among the participants; un-
fortunately co-workers were identified ior only half of the interviewed
participants and one-quarter of these could not be interviewed.

It was even harder to get the names for direct supervisors than it
was for co-workers: only 137 could be identified. From these 137, 123
(90%) questionnaires were obtained.

The final grovp of interviews in the follow-up phase was with em-
ployers cf CEP participants. Attempts were made to interview 89 such
employers, and 81 (91%) interviews were completed. Five of the companies
conta -ted either never received authorization to participate in the inter-
view from a higher corporate level or could not designate the proper persons
to be interviewed. Three others were found to have gone out of business.

Use of Indigenous Interviewers

The difficulties encountered in locating the CEP participants for
interviews were anticipated before the study began. The respondents who
werc to be interviewed were, first of all, extremely mobile. Many had

3In preparing the data for analysis the lengths of the job history
periods for co-workers were adjusted to be the same as thosc of their
matching participants.

.
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no regular addresses in the sense of homes where they normally slept and
spent the majority of their leisure time. They listed "regular" addresses,
but these served more as message centers than as homes. Of ten when such
people change addresses it is because of necessitv, in an effort to elude
people who are seeking to find them. A stranger looking for such a person
is commonly regarded with considerable suspicion, and fri:nds and former
neighbors are very rcluctant to offer any information.

Because of these considerations it was decided to use indigenous
interviewers—-those drawn from the same population they were to interview.
The interviewers were, therefore, hard-core unemploved and were selected
from the CEP intake. The decision to use these interviewers was probably
the best one made in the conduct of the study. There were, of course,
problems involved in using them, and they too had a great deal of diffi-
culty in locating respon.ents. Production averaged a little less than
cne interview per day. They were ultimately able to interview almost &0
percent of the respondents they sought during the post-nrogram interviews
two weeks after termination and 55 percent during the follow-up (nine to
ten months later). The interpersonal problems involved in supervising
these interviewers continuously presented difficultjes. Score of the prob-
lems that arose and techniaues that were used to deal with them are dis-
cussed in Appendix A. This appendix also contains a discussion of the
follow-up methods employed to track down the hard-to-locate.

The major technical problem ccnnected with the usérqf indigenous
jnterviewers was incomplete data. Although considerable effort was in-
vested in making the interview schedule as simple as possible, certain
features of the CEP and of the data to be gathered inevitably created
complexity. Because the experiences of CEP participants could vary
widely, the interview schedule had to allow for this variability. This
necessitated a number of branching questions--subordinate questions which
are asked onlv if specific answers are received to preceding questions.

The schedule also instructed the interviewer to omit sections depending

on a respondent's experiences. In additiom, the schedule had soveral
open-ended questicns which were designed to obtain the participants’
reactions to CEP in their own words. Many of the respondents, however, had
difficulty expressing their reactions. In the early stages of data col-
lection the interviewers frequently did not indicate on the schedule the
reluctance or inability of the respondent to answer the question, and on
these schedules it is impossible to know if the respondent failed to answer
or the interviewer failed to ask the question. Thus the features of the
schedule, combined with the inexperience of the intervievers, resulted ir

a significant proportion of answers that were not ascertained. As the
study progressed the proportion of missing data dropped sharply.

In this report most of the tables referring to the post-program
interviews report the not ascertained answers as a proportion of the total
responses. This was considered the least nisleading way of handling them.
If they were elimirated from the tables, the remaining figures that would
be reported would suggest a spurious degree of accuracy. For the follow-
up interviews there were far fewer not ascertained answers, and they have
usually been eliminated from tiie tables. In the multiple regression

33
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analysis, however, in which all the variables are intercorrelated, it was
necessary to reduce the sample to those respondents for whom complete data
were available.

SUMMARY

The present chapter sets forth an overview of the CEP and the
assumptions underlying it. This study was designed to test how well the
characteristics and experiences of the CEP participants fit these assump-
tions, The main results obtained by the study are previewed and the
organization of the report described. Chapter 1 also contains a brief
sketch of the target population in Columbus, Ohio, the study city., The
data collection procedures employed in the study are outlined in a sec-
tion which describes the criteria used t> identify the various groups of
respondents from whom interviews were obtained.




Chapter 2

THE CONCENTRATED EMPLOYMENT PROGRAM IN PERSPECTIVE

Why should the government fund a Concentrated Employment Program
(CEP)? This is the basic question examined in this chapter. As was noted
in Chapter 1, CEP is directed to a specific group of poor people in society
who have been labeled the "hard-core unemployed." The structure and oper-
ation of a CEP are based on certain observations and assumptions about the
general churacteristics of this group. In Chapter 2 these ohservations
and assumptions are examined in the light of the ralevant available liter-
ature. The difficulties involved in defining the poor and assessing the
characteristics associated with poverty are considered along tvith the
criteria for justification of public expenditure and the implications of
various possible programs to combat poverty. Finally, the rationale of the
CEP as a specific program is examined. This takes the form of five assump-
tions which seem implicit in the organization of CEP. The basis for these
assumptions and their implications for the operation of CEP are discussed.

Counting the Poor

\

Who are the poor? What are their characteristics? Has the com-
position of the poor changed in recent years? Such questions must be
answered if any meaningful programs to combat poverty are to be estab-
lished. But it is quite obvious that poverty is a relative phenomenon.
A poor pe-son in the United States may not be regarded as such in India
ov China. Further, what is regarded as poverty today may not have been
¢, regarded a few years back. Thus, the meaning of poverty depends upon
the time and place. (Even within the United States at any given time,
poverty may be defined differently in urban-and rural areas.)

For practical purposes, poverty has been related traditionally
to level of income. As long ago as 1883 the pcor were considered to be
"those members of society whose incomes fell below the established
minimum" (Sumner, 1883). Many years later Galbraith (1958) cited $1,000
as the poverty line for annual family income. However, he prefers a
method that would designate people as ''poverty-stricken when their income,
even if adequate for survival, falls markedly behind that of the community"
(p. 251). This implies that at any given time a certain proportion of the
population would be designated as poor--unless there were perfectly equal
distribution of income (i.e., a straight-line '"Lorenz Cirve'"). But if a
certain proportion of the population, whose incomes fall x percent short of the
mean, is always designated as being poor, the 'war on poverty" will never
be won. Therefore, a number of '"poverty lines" or '"poverty bands' have
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been proposed. Lampman (1959), for example, suggested the following defin-
ition of a "low income person": ". . . one with an income equivalent to
that of a member of a four-person family with total money income of not more
than $2,500 in 1957 dollars. Thus an unattached person would be classified
as a low income person if he had income under $1,157; a member of a six-
person family, if his family had income under $3,236" (p. 4).

In 1964 the Council of Economic Advisers (CEA) adopted a poverty
line of $3,000 (Econom:c Report of the President, 1964). The rationale for
choosing this figure hinged on the following criteria (Singell 1968):

1. one-third of family income being spent on food;

2. a family of four as a base (the average size in 1960 was 3.65);
and

3. Department of Agriculture estimates of cost of minimally
nutritional meals of 22.8 cents a meal per person.

On the basis of this definition it was shown that, using 1966 prices, 14.3

percent of the population were in poverty compared to 28.9 percent in 1947
(Singell, p. 36).

The CEA poverty line was strongly c¢ .ticized by Miller (1966),
Orshansky (1966), and others. One of the principal weaknesses of the CEA
definition is that it uses a single measure of income as the poverty level
for all families, regardless of size; such a measure is bound to underesti-
mate the number of poor among prolific families and overestimate the number
among small families. Secondly, the CEA definition fails to distinguish
between urban and rural locations, even though it is generally agreed that
families on the farm can live on smaller cash incomes than those in urban
areas. Neither does the CEA definition account for differences in economic
conditions in the various regions of the United States, or for the amount
of assets owned by the family it designates as "poor." Ideally, budgets
ought to be devised for each family on the basis of its needs--relative
to its location, size, mental and physical health, condition of the
dwelling unit and its ownership, and so on. Such a comprehensive study
1s, at present, infeasible; yet studies by Orshansky (1967) have improved
a great deal on the CEA. A comprehensive summary of her work is provided
in her report to the Joint Economic Committee:

In 1965 the Social Security Administration developed
two criteria to assay the relative economic well-being of
different types of households in this country, and the
lower of these two measures is being used as the current
delincator of poverty for program planning. The implied
level of living is that afforded by an income in 1966 of
about $65 weekly for an average family of four not living
on a farm (and correspondingly more for larger households,
and less for smaller). The slightly less stringent
measure, labeled 'near poor," requires a third more in in-
come, or about $20 more for a four-person family, than the
amount of income at the poverty threshold. [p. 179]
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Considering the lower measure, the difference betwecen that measure and the
one used by the CEA is reflected in the composition of the poor rather than
in the total number of the pocr. For example, the flat income of $3,000
results in the inclusion of far more old perscns in poverty than does the
Orshansky measure. Similarly, in Orshansky's computations there are many
more chiidren in poverty and fewer farm families than is the case when the
CEA definition is used.

Over time, Orshansky finds that while the number of families
designated as poor declined substantiaily in recent years (from 38.9 million
Americans in 13.4 million households in 1959 to 29,7 milljion individuals in
1966), the number of '"near pcor' decreased only slightly--from 15.8 million
in 1959 to 15.2 million in 1966.

As might be expected, certain groups are unable to share fully in
the nation's prosperity. Orshansky thus attempts to isolate those groups
most likely to be poor:

Included among the 45 million Americans designated poor
or near poor in 1966 were 18 to 28 per cent of the Nation's
children and from 30 to 43 per cent of the aged--groups
whose members could do little on their own to improve their
ir come. Minorities, however defined, were less favored than
the rest. Counted poor were nearly one in four of those
living on farms, compared with one in seven of the nonfarm
population, but most of the poor were not on a farm. The
total with low incomes included from 12 to 19 per cent of the
white population and from 41 to 54 per cent of the nonwhites.
0f the total in poverty, however, two out of three were wvhite
and among the near poor four out of five were white.

As might be expected, the family with the head currently
employed was o.ly one-fourth as likely to be poor as one with
the head unemployed or out of the labor force. Yet every
sixth poor family of two or more persons was that of a white
man under age 65 who had worked every week in the year--the
kind of family that has the best chance to escape poverty
in our society. [p. 181]

While poverty has been considerably reduced since 1959, the poverty profile
has also changed. ''The decline in the number considered poor was largely

a result of increased job opportunities and higher earnings. Those equipped
to make the most of such possibilities fared best. By 1966, families of
[vomen] with children, the ~ed, and the houscholds of the disabled accounted
for about 3 million of the 6 million families counted poor'" (Orshansky, 1967,
p. 186).

Oorshansky points out that the poverty index employed to make the
above comparisons 'is a far from generous measure.'" The core of the index
is based upon Department of Agriculture 1959 estimates that food cost
merely 75 cents a day per person for the average family of four. Further,
while incomes and prices rose after 1959, the poverty index was adjusted
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to allow only for changes in the price level. Hence those still designated
as poor in 1966 were most likelv a great deal poorer relative to the rest
of the population than was the case in 1959, (Similar statcments have also
been made regarding the widening gap between affluent, advanced economies
and the so-called developing countries.)

One of the most serious aspects of the change in the poverty pro-
file concerns the number of children from disadvantaged families who arc
counted among the poor.

All told, even in 1966, after a continued run of pros-
perity and steadily rising family incomes, one-fourth of the
Nation's children vere in families living in poverty or
hovering just above the poverty line. . . . From 1959 to
1966 the proportion of all children under age 18 who were
in a family headed by a woman rose from 9 to 11 per cent and
in parallel fashion it was 1 in 3 of all poor children in
1966 who were minus a father, not 1 in 4 as in 1959. To make
matters worse, the poverty rate among children in families
heade¢ by a woman was now 4-1/2 times as high as in families
headed by a man; in 1959 it was only 3-1/3 times as high.
[Orshansky, 1967, pp. 187-89]

Another important question is, what did the various public welfare
programs do to alleviate poverty? Orshansky attempted to measure the con-
tribution of such transfer payments to the reduction of poverty and con-
cluded as follous:

all transfer payments combined succeeded in avert-

ing poverty for about 1 in 3 of young payee households--that
is, households headed by a man or woman under age 65--whose
total income from sources other than public income programs
was below the poverty line, and about 1 in 2 aged households
that would otherwise e poor. . . . Of households receiving
assistance but below the noverty line to begin with, only 1
in 7 young ones werc edged over the poverty line by their
assistance checks, and barely 1 in 3 of the aged recipients.
[p. 220]

Although the various assistance programs have helped to a considerable ex-
tent in reducing the number of families that would otherwise have been
poor, "most of the poor reccive no assistance from public programs." Fur-
ther, while some are poor "because they cannot work, cthers are poor even
though they do." Lven some of those who do receive some sort of aid re-
main poor "because they have no resources but the limited payments provided
under such programs." Finally, "public programs to help the poor are in
the main geared to serve those who cannot work at all or are temporarily
out of a job. The man who works for a living but is not making it will
normally find no avenue of aid" (Orshansky, 1967, p. 189).

The number of families in poverty and their composition are im-

portant data for social policy designed to remedy poverty. But the number
of the poor, by itself, does not indicate the severity of poverty. To
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jllustrate, if a $3,000 income line is adopted, then both family A with a
total income of $500 and family B with a total income of $2,900 are con-
sidered to be in poverty. Yet family A is poorer than family B. Further,
suppose that social policy enables family A to rise from an annual income
of $500 to $2,500 and that there is no change in family B's income. It
follows that Orshansky's data may not reveal any positive change in the
condition of the poor. To overcome this possibility, Lampman (1965) has
suggested--in addition to the sheer number of poor persons and families--
a measure of what he calls the "poverty income gap." He estimates that,
in 1965, this poverty income gap amounted to about $12 billion. That is,
other things equal, an expenditure of $12 billion by the government could
bring all of the poor families to the poverty threshold. But, as Lampman
notes, other things may not remain equal, necessitating an even larger
expenditure by the government if the entire poverty gap is to be closed.

It may also be noted that although public assistance may not re-
duce substantially the number of the poor, it affects, to a considerable
extent, the poverty income gap.

THE CAUSES CT POVERTY

Because CEP attempts to alleviate the multiple causes of poverty,
a thorough analysis of these ".auses" is needed. But it must be empha-
sized that correlation between a given characteristic (such as race) and
poverty does not necessarily imply causation. To jllustrate, an individ-
ual may be ill because he is too poor to receive treatment; or he may be
poor because of his illness. But it does not follow that illness is
necessarily the cause of poverty; it may be the effect of poverty. Fur-
thermore, it is not proper to analyze the effects of any one factor (such
as illness) independently of other factors (such as the location of the
individual's residence, his race, the quality of the nome, etc.). The
simultaneous effects of a complex set of factors on the problem of poverty
must be assessed if we are to make sense at all. In other words, state-
ments such as "one-third of the poor are from families with female heads"
must be considered in light of the other socioeconomic characteristics of
such families. The general usefulness of "sigsociation" studies (i.e.,
studies that attempt to disclose the 1ikelihood that a family with a par-
ticular set of characteristics will be counted as poor) is not in question.
It is necessary, however, to caution against taking these studies at face
value.

Psychological Characteristics of the Poor

Much has been written about the poor or lower-class individual, and
from this literature several ''characteristics of the poor' could be listed.

1For a detailed analysis of the benefits which the pocr uerive
from the American system of transfer payments sce Lampman (1966).
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Much of the writing reviewed here, however, should be considered not as ob-
jective scientific description of a clearly defined group, but as a con-
sensus of numerous sociologists about a poorly defined group on which little
objective research has been done. Undoubtedly there is a great deal of
recent and current research which is more rigorous.

Because of the lack of research there is a tendency to rely upon the
theoretical literature and impressions of individuals who have had some con-
tact with the poor.

The enduring effects of social class (and poverty) on per-
sonality remain a controversial area with, as yet, far too little
substantial evidence to justify even controvarsy. . . . Rich
and textured class personality profiles have been drawn which,
largely unsubstantiated, have resulted in some remarkably
tenacious stereotypes. [Clausen and Williams, 1968, p. 168]

It should be kept in mind that while the sources mentioned do have something
to contribute, the great majority of them should be thought of as containing
ideas to be considered only until more data are available.

A list of the characteristics used to describe the poor would include
alienation, poverlessness, belief in fate, insecurity, apathy, suspicion, lack
of self-confidence, lack of initiative, inability or unwillingness to defer
gratification, concern with toughness and masculinity, authoritarianism, low
aspirations and expectations, low value given to education and employment,
poor sense of time (present oriented), anti-intellectualism, and a greater
concern with tradition than other groups. Some of these characteristics are
attributed to the majority of the poor by almost all writers, and some are
the subject of much dispute. Each takes on varying degrees of importance
depending on the theory one holds about the development and transmission of
these characteristics.

The Culture of Poverty or Individual Adaptation? One viewpoint on
the development of values among the poor is that of the "culture of poverty."
Oscar Lewis (1968), who first used the term, explained it as

- + . a label for a specific conceptual model that describes

in positive terms a subculture of Western Society with its

Own structure and rationale, a way of life handed on from gen-
eration to generation along family lines. The culture of
poverty is not just a matter of deprivation or disorganization,
a term signifying the absence of something. It is a culture in
the traditional anthropological sense in that it provides human
beings with a design for living, with a ready-made set of
solutions for human problems, and so serves a significant
adaptive function. [p. 406]

Lewis draws conclusions about the generality of this culture of poverty on

the basis of his work in Mexico, Puertc Rico, and the United States, as
well as from the limited literature on other concentrations of urban poor.
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Though there are undoubtedly similarities in many aspects of the
lives of the poor in all areas, there is considerable doubt about the bhene-
fit gained from the rigorous use of the concept of culture or subculturec.
The greatest problem with the concept of a culture of poverty is the
question of the transmission of that culture. Roach and Gursslin (1967)
point out that the transmission of a culture depends upon interaction of
its members. This type of interaction does not exist on a large enough
scale among the poor to support the idea of culturally transmitted values.

The major alternative approach to the subject of lower-clacss
values is the widely accepted theory that these values are a natural re-
sponsc to the rcalities of the poor person's situation. There are many
slight variations among those who accept this conceptual framecwork.

Gladwin (1967), for example, sees lower-class values or life styles
as a response to the facts of being poor; discriminated against (for race,
or for the laclk of monev); incompetent socially in a middle-class environ-
ment because of the uselessness of social skills that are appropriate in a
slum environment; and powerless. Roach and Gursslin (1967) see material
deprivation leading to sccial deprivation, eventually resulting in social-
psychological inadequacies which show themselves as lower-class values or
life styles.

This concept does not assume a conscious or organized attempt by
members of the culture to pass values on to younger members, nor does it
conflict with the idea that a parent may desire that his children have
many values quite different from those held by the rest of the poor pop-
ulation. The lack of interaction among the poor is not important in this
theory as it is in the culture of poverty theory. Those who speak of the
culture of poverty can also explain these facts, but no explanation is
necessary with the thecory of similar individual environments.

Most important, the theory of individually leavned adaptive
values on the part of the poor explains some of the controversial and
aprarently contradictory findings on the poor--e.g., relating to the
discrepancy between their stated values and their actual behavior. The
culture of poverty concept usually assumes that the different values of
the poor culture are accepted by the poor child; vet the poor individual
will most often state middle-class values as his own, even when they do
not correspond to his behavior.

Rodman (1965) suggests that while the poor do accept middle-class
values their realistic situation leads them to tolerate or accept things
that the middle-class does not. Miller, Rieczi.an, and Seagull (1968), in
relation to the value placed on delaying gratification, show in detail
how very different bchaviors can be exhibited by individuals with identical
underlving values, because of the different meanings a given situation
assumes, depending on the individual social and financial position.

The findings listed above are not necessarilv critical of the
culture of poverty theory. The values of a culture, for instance, do rot
have to be consciously accepted. That is, the culture might influence its

menmbers t¢ consciously believe and verbally express middle-class values,
while they are acting according to different, Jower-class values.
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Lewis (1968), in the definition of culture of poverty cited earlicr,
noted that the culture "serves a significant adaptive function." This means
that as soluticons are obtained to the unique problems of the cultural group
called the poor, these solutions are passed on to their children, who face
many or che same problems. The distinction between the cultural and in-
dividual explanations is blurred by the fact that those who support the
individual adaptation viewpoint would accept the idea that a child could
learn a pattern of behavior from an adult role model if that pattern of
behavior helped him meet his needs.

The "individual" theorist emphasizes that the child must face the
same problems as the father; the "culture" theorist stresses the idea that
the solution (or value) is handed directly from one generation to the next.
While the distinctjon betueen the two theories is largely one of emphasis,
there is sufficient difference between them to lead to different predictions
for the same situation.

The primary difference in expectations resulting from the difference
In emphusis, as Gurin (1968) clearly points out, is that supporters of the
culture view would expect that a change in environment would be less likely
to cause an immediate change in the behavior of the members of the culture.
A considerable amount of behavior which was functional in previous yener-
ations would be passed on even though it might no longer be functional.

Those supporting the individual adaptation viewpoint would more
probably expect that children growing up in an environment substantially
different from that of their parents would develop values appropriate to
their environment, in spite of their parents. The individual adaptation
theorist would also be more optimistic about the possibilities of changing
behavior of people within a single generation by altering their environment.

Gurin goes on to show that in the project he conducted there was
evidence that the individual adaptation approach best fit his data. The
vast majority of the Jfterature reviewed also supports this approach. It
is possible, however, that this is due to the biases of the writers, par-
ticularly since few supporters of either position presented experimental
evidence favoring their views. Aithough there is more evidence supporting
the position that differences in behavior between the poor and the middle-
class are due to tac dififerences in achievement opportunities available to
members of the two groups, no definite conclusion can be drawn at this time.
The following sections will review some of the conditions which are thought
to lead to differences between the poor and middle-class. Though they are
stated from the point of view of individual adaptation to the environment
(as they were in the sources cited), the reader should note that most of
this material could easily be translated into terminology consistent with
the culture of poverty theory.

Effects of Early Environment

The Failure Cvcle. The poor child is raised in an environment which,
compared to that of the middle-class child, is lacking in variety of visual,




tactile, and auditory stimulation. Development of visual discrimination
and tactile development are retarded. Although there is tvpically con-
siderable noise in the lower-class environment, there is little direct
communication and feedback involving the child. This may lead to the
learning of the "skill" of inattention for the purpose of ignoring noise
(Deutsch, 1965).

These conditions are not conducive to success of the child in
the school situation, and frustration, apathy, and rebellion mav result
from his lack of success. According to a study conducted by Bloom, Davis,
and Hess (1965), ratincs of deprived children after first grade show
marked decrecases in initiative, concentration, responsiverness to adult
teachers, and effectiveness of work habits. Thus, the psychological
characteristics which cause the employment prchlems of the poor are evi-
dent even at the ages of six and seven. Liebow (1967) proposes that the
continuous series of failures experienced by the poor are the cause of
the characteristics which set the poor off from the middle~-class. Failure
in school ¢ives the child a negative attitude toward school. This atti-
tude, added to his other handicaps, leads him to drop completely out of
school and enter the labor market, where his lack of education leaves him
so handicapped that he is unable to support a family. This failure makes
the family structure unstable since often the mother must provide the
support, and the family may actually be better off financially if the
father is not present.

Absence of Father. The effect of the absence of the father should
be mentioned in more detail, since about one-third of pocr, black families
are headed by women (Batchelder, 1965) and virtually all the participants
in the Columbus CEP were black. It is a very important consideration
among many who theorize about the poor, and especially for those who con-
sider the mother-centered household a major part of the culture of poverty.

Miller (1968) describes toughness as one of the six focal concerns
of lower-class individuals. He states that the significant nroportion of
predominantly female households is probably the cause of this exaggerated
emphasis on masculinity. Clark (1965) cites the serious overall effect
on all Negroes of the distorted masculine image~-with the mother-centered
home as one cause of the distortion. Even in a different country, among
the nonpoor it was found that boys showed significantly more compensatory
masculinity vhen the father was absent from the home (Lynn and Sawrey,
1959). The absence of the father also showed itself in other aspects of
the boys'personalities, particularly in maturity and peer relations. It
is clear that when the father is absent from the home, the possible effect
on the psychosexual development of the child may be quite serious.

Insecuritv and Lack of Power. Insecurity has been suggested as
another important factor in the development of characteristic attitudes of
the poor. A number of studies have shown that, compared to the middle-
class, the poor value stability and security more and chances for job
advancement less. This value might exhibit jtself as an inclination to
stay on relief rather than risk a job or a training program that probably
would not work out. When the fear of vet another failure is added to the
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desire for s curity, it might be expected that it would be very difficult to
induce an uadercmploved or unemploved individual to take a chance on a new
training vrogram which cannot guarantee success, security, or cven a job.

One other aspect of the life of the poor which might have a serious
effect on personality, and therefore on employability and trainability, is
their lack of power. It was the realization of the psychological importance
of powerlessness for the poor which led the government to suggest that their
"maximum feasible participation" in poverty programs should be alloved. As
a general rule, this type of participation has not been allowed (Powledge,
1967), and powerlessness continues to be a significant problem of the poor.
Haggstrom (1968) describes poverlessness as second in importance only to
the actual material deprivation of poverty. He dcscribes a "psychology of
poverty" which consists of a concern with survival rather than social
climping, a lack of cooperation or organization within groups of the poor,
little sense of the past or planning for the future, little ability to
defer gratification, a feeling of helplessness, a sense of being exploited,
suspicion and resentment of outsiders, and an attitude akin to fatalism.

The reasons for this psychological pattern are listed as (1) the
belief that as society grows and prospers, power tends to go to those who
have it; (2) being powerless, but having needs--leading to feelings of
inferiority; (3) in%ernalization by some individuals of the popular concept
that the poor arc themselves responsible for their own problems; and (4) in-
ternalization bv some of the poor of society's sterecotypes of them (as
immoral, lazy, dirty, etc.).

Implications ‘or Training Programs. It has already been stated
that there appear to be differences in perceptual development among social
classes. While the size of these differences decreases somewhat with age,
language differences tend to increase (Deutsch, 1965). Beiser (1965), from
the framework of Lrikson's view of man's development, claims chat the lack
of social, perceptual, and language skills, the greater frequency of poor
mental health, and the apathy and suspicion frequently found among the poor
are due to a '"generally unreliable atmosphere” in vhich there is a "lack of
positive opportunities at a critical time." Gursslin and Roach (1964) carry
such reasoning further and claim that the impaired intellectual functioning
and conceptual abilities, inadequate verbal skills, and relative lack of
structure in their cognitive processes--added to the unintegrated self
system, low self-esteem, linited role repertory, and minimal motivation--all
work against the possibility of training the unemployed poor for the type
of job which is crecated as a result of automation. They contend that the
only solution to the problem is a massive program of forderally csponsored
public worke projects using the minimally skilled older adults. In addition
to this, an extensive effort to improve the education of children from poor
families would be needed to 1void the development of another generation of
individuals with the handicaps listed. An important assumption is that
the hard-core, or a majority cf the unempioyed poor, will not succead in a
competitive job market, or at least in the type of occupations which are
increasing--those technical jobs created rather than eliminated by auto-
mation.
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These argumeants scem to have some validity. They suggest, for
exanple, why many training programs in the past have had such poor records
of retenticn and placcment (Miller, Roby, Van Steenwijk, 1968). Tt has
not been proven, however, that any part of the poor population is <o lack-
ing in job related <kills that these deficiencies cannot be corrected by
training. Asbhell (1966) has pointea out the difficulty in applying the
"eritical periods' developaental nvpothesis to human cognitive growth.
Particularly after the first year of life, no optimal periods for intel-
lectual growth have been demonstrated., Deficiencics might be irreversible,
but only in the sense that an individual with a deficit might be less able
to profit developmentaily from new lovels of stimulation in the environnent.
Tt should be possible, however, tc¢ compensate sufficiently for the deficit
for an individual to be able to obtain and kcep a rcasonably good ’ob.

Miller, Riessman, and Scagull (i°A8) point to additional flaws in
the traditional descriptions of the poor. The evidence which shows the
poor unable to delay gratification does not take into account a nunber of
important considerations. Often there are differences among classis with
respect to the probability of gaining future rewards as a result of de-
ferring imnediate gratification. The limited circumstances of the poor
may also meun that greater objective suffering by the poor would be
necessary to defer the same amount of gratification. These considerations
clearly lead to the conclusion that research which simp’ * compares the
overt behavior of the poor and ncnpeor .y not produce valid data on
differences in psychological characteristics.

The same reasoning may be used concerning the evidence on the
apathy or lack of motivation of the poor. The poor child does not have
the models--at home or elscwhere--which prepare him for the modern labor
market. He does not see promotion as a revard for hard work or extra
effcrt, think of work as having intrinsic importance, Or hear talk which
reflects favorably upon the work experience (liimes, 1965).

This does not necessarily mean that the poor and nonpoor have
distinctly different attitudes toward work or motivation to work. Quite
possibly the poor and nonpoor are thinking of very different types of
jobs when they respond to questionnaires about "work.'™ It may be that
the tvpes of jobs the majority of the unemploved poor can obtain have
no intrinsic importance or interest, do not reward hard work with pro-
motion, and do not increase the individual's ability to control his own
fate. The supposed difference in motivation could in most cases be a
result of difference in the realistic ~xpectancies of the two groups.

The distinction made here is an important one. If the poor are
not motivated against work itself, but against the types of jobs usually
available to them, a progran which trained individuals for meaningful,
interesting jobs which paid well enough to support a family should be
able to overcome the problem of motivation. Though rigorous experimental
evidence is generally lacking, considerable anecdotal eviuence (e.g.,
Asbell, 1966, and Gordon, undated) was found supporting the idea that
motivational differences between classes vanish vhen sufficient financial
or social incentives are given te the poor. It is interesting to note
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that the incentives in the examples, though not usually available to the
poor, are common in the middle class. The sources which have been cited
in an attempt to characterize differences in ability to defer gratifica-
tion, and attitudes toward work and society, are open to a number of in-
terpretations. It is unclear whether the poor are less able to defer
gratification, or simply are not in a situation where deferring gratifi-
cation would be profitable; whether the poor value work less than others,
or are only cligible for jobs which no one values; whether the poor can
validly be called suspicious and apathetic, or are simply realistic about
society's treatment of them and their lack of pover to change it.

\

Correlates_g£ Povertvy

It should be reemphasized that whatever our definition of poverty,
we certainly associate poverty with *le lack of income. This lack may stem
from unemployinent (i.e., the individual seeks employment in the labor market
but, for one reason or another, cannot find any); underemplovment (the in-
dividual is either only partially emploved, or is employed in a job which
is inferior to the tvre of - Lrk for which he is qualified); or the absence
from active participation in the labor market (the individual is either
incapable of qualifying for any existing jobs in the labor market, or is
simply not seeking work). This section, therefore, shall relate the factors
which presumably affect povaerty to the basic phenomena of unemployment ,
underemployment, or labor force nonparticipation.

Discrimination. The existence of overt or covert discrimination on
social, economic, and/or racial grounds may lead directly to unemplovment,
or withdrawal from the labor force, and hence to poverty. That is, when an
employer refuses to hire Negroes, women, children under 18, or adults 45
and older, the effects of discrimination on one of the three basic causes
of poverty is rather obvious. But discrimination is not always direct; it
is not only the refusal by some employers to hire individuals whom they
regard as "undesirables" on social or racial grounds. Discrimination prior
to employment could alsc affect the productivity of the individual so that
uncmployment may not be due to discrimination by employers but rather to
insufficient education and level of skills.

In general, discrimination leads to the restriction of opportunities
at all stages of life (e.g., poor schools, bad neighborhoods, slums, dis-
crimination in employment) which results in low skill levels, insufficient
background in the functioning of our modern society, and the possible forma-
tion of a subculture. This, in turn, may lead to poor work habits (in
addition to the lack of nceded skills), which may further accentuate the
poverty cycle. Finally, it is worthwhile ro emphasize that discrimination
is not due only to racial and similar overtones. Age has already been
mentioned as a factor. Also the obvious discrimination against women (who
arc likely to receive lower wages than men for the same jobs performed
equally well) could be mentioned. Neither can the discrimination against
individuals with "deviate'" social characteristics, such as police records
and some tvpes of mental and physical disabilities, be ignored in this
context,
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Lack of cducation and Skills. Although it may be asserted that much
of the lack of skills or basic education is due to discrimination, the vol-
untary termination of education or insufficient knowledge about existing
opportunities, which are not due to direct discrimination, cannot be ignored.
Furthermore, whatever the underlying causes of this problem, it is widely
recognized as perhaps the overriding issue in current poverty programs. As
the economy grows and progresses, as technology advances, the needed skill
levels rise in proportion. Thus, those individuals who do not take advan-
tage of sufficient and relevant training may find themselves in one of the
categories mentioned above. It may be useful to distinguish between the
your.,g who do not have sufficient education and skills and those adults
whose skills are either nonexistent or obsolete. There is also a difference
between inadequate education which results Irom the lack of opportunities
or bad judgment and that which is due to mental inability to comprehend
the higher level of academic and/or vocational education required of the
productive (potentially) members of the labor force.

Female Head. It has already been mentioned that families headed
by females are considered to hLave a greater likelihood of being poor than
those families which are headed by males. Other things equal, it is ob-
vious that poor families that are headed by females are more likely to be
of concern to those whose job it is to design the welfare and manpower
(including antipoverty) programs. In the first place, it is very likely
that household duties would keep the female head away from full participa-
tion in the labor market--in addition to the well-knowmn fact that some
discrimination against women exists in the market. This leads to a short-
run problem of lack of needed cash to support the household. 1In addition,
there is the long-run implication that the children of such families will
fail to receive the proper training which they will need to become pro-
ductive members of society. Hence such families deserve a different treat-
ment from that given to poverty families in which the male is present.

Mental and Phvsical Disabilities. Once again, it must be pointed
out that there is overt and covert discrimination against individuals with
some disability. Vhile mental or physical disability may limit the pro-
ductivity of an individuai, his potential is far from nil. With proper
training (assuming discrimination can be overcome), a blind person, for
example, may become a fully productive member of society. The same argu-
ment alsc applies to perscns with certain degrees of mental and physical
disability. In a sense, old age could be considered a form of disability--
even if the individual is perfectly healthyv. Certainly, old people who
are involuntarily unemployed suffer from either discrimination due to their
age or from some inherent disability cc from toth.

Cultural Factors. For whatever reasons, there are numerous groups
and subgroups of society whose members appear o te alienaied from the
"middle-class values" of our society. Thus, they may possess attitudes
toward work that render them less desirable for employment by firms, or
they may wish to withdraw from the labor force voluntarily. In additionm,
the different value system may lcad to the (voluntary) reluctance to
acquire those skills which they would need if they were to obtain jobs
in our industrial society. This will surely lead to less favorable
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employment possibilities. These points were discussed at length in the
sectjon above titled "Psychological Characteristics of the Poor."

Lack of Sufficient Aggregate Demand. Thus far this chapter has con-
centrated on the supply side of the labor market. Several features have
been noted that mav affect the supply of the individual's labor whether in
terms of available hours (female heads) or the productivity per hour (dis-
abilities, lack of education and skills, etc.). But not all of the causes
of poverty are to be found in the so-called structural aspect of the labor
market. According to many noted economists, the poverty problem could be
almost eliminated if sufficient aggregate demand existed in the economy.

If that were che case, so they argue, the market for labor wvould become
quite tight (meaning that it would be difficult to find workers to fill job
vacancies) and employers would be willing to accept and train individuals
with lower skill levels. Also, employers would tend to disregard the racial
and minority affiliations of workers, and might even agree to train and re-
habilitate persons with disahilities. In other wvords, given a sufficiently
tight market, the resulting increase in the vage bill might be sufficient to
eliminate poverty altogether. But it still could not solve the problems for
some persons who are inherently unemployable. However, the welfare system
could be considerably reduced--if, indeed, the nation pursued aggressive
fiscal and monctary policies tc achieve virtually full employment.

Lack of Sufficient Labor Market Information. While the availability
of jobs is a prerccuisite for employment, it is quite likely that many
people lack income because they are unavare of existing job opportunities.
Thus a person could be unemployed, underemployed, or completely out of the
labor force because, in his view, no improved arrangement seemed possible.
With better information, this individual might find a job which would change
nis status significantly. Some interesting observations on this question
can be found in Stevens' study on Supplemental Labor Market Information
(1968). Also, ¥Fox (1968) has suggested that a grand scheme be established
whereby all applicants' qualifications and emplovers' job specifications be
fed into couputers which will match the available supply with the existing
demand. Matching can thus become almost instantaneous, involving only a
short lag between the time that a job is sought and the time in which a job
is found. (Such programs are actually being tested in several Employment
Service Offices.) But, once again, this scheme assumes that other things
are equal; however, many of the "causes" are independent of the availability
of sufficient labor market information. This, too, is only a partial answer
to the poverty problem and to the inefficient allocation of manpower ro-
sources.

Imperfections in the Labor Market. Aside from the lack of adequate
market information and other problems that restrict the full utilization of
resources, the existence of labor monopolies and industrial monopsonies may
cause poverty by restricting employvment or forcing down real wages. First,
labor un.ions may, indeed, raise the wages paid to those who are employed.
But in most cases this will result in the hiring of fewer workers by in-
dustry than would otherwise be the case. Second, if one industrv happens
to be the sole employer within a geographical area, it can force real wages
down--thus dropping some individuale below the poverty-line income level.
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A similar result will be achieved if several employers collectively agree to
force wages down in a poverty area. Such an agreement need not be explicit;
it suffices that such a policy is carried out by resort to "tradition." In
all such cases, the lot of the persons adversely affected may be improved

by breaking the explicit or implicit restrictions. From a practical pnoint
of view this possibility seems rather remote; nor is it easy to ascertain
the significance of such restrictive practices.

CRITERIA FOR AND RESOURCE ALLOCATION OF PUBLIC SPENDING
Criteria

There are a number of circumstances when government involvement in

the economy is justifiable. Some of the major considerations are given
below.

1. When "external economies" (variously termed third-party bene-
fits, spillovers, or neighborhood effects) exist; i.e., when the provision
of a given product or service in the marketplace leads to the situation
where the beneficiaries of the product or service are not exclusively those
who purchase the product or service. For example, when one obtains police
or fire protection, others also benefit. Other classes of services commonly
associated with external ¢ on.mies include education, health care, and de-
fense. When external cconomies exist, it is likely that goods and services
will be produced in less than the optimal quantities. Government action,
whether in terms of regulation, subsidization, or production, may be used
to approach a more optimal allocation of resources.

2. ‘When "external diseconomies," or ''external costs,' exist; i.e.,
when the costs of rescurces expended to provide a given good or service are
less for the individual producer (or provider) than for society. Classical
examples of external costs include those of air and water pollution, where
the costs to the manufacturers typically exclude costs of pollution abate-
ment or control, while society must absorb these costs either in the form
of cleaning tp the environment or in the form of health hazards and re-
duced levels of personal utility. Where external costs exist 6 overpro-
duction of goods or services is likely to result. Government intervention,
in the form of regulation, taxation, or other means, is therefore jus-
tified.

3. When the nature of operation in the given industry dictates,
for technical reasons, that a monopoly should be established; for example,
it would be a sheer waste to establish duplicate postal, rail, telephone,
or electric systems. Regulation of such public utilities, to avoid the

'2This section draws heavily on Heller (1957), and Musgrave (1959),
Chapter 1. -
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possibilities of monopolistic exploitation, has been the typical so'ution in
the United States.

4. In some cases, government involvement in production or distri-
bution of services is justified, where the nature of the services makes the
government a more efficient producer. For example, whereas private pro-
duction and distribution of highways is possible, an elaborate pricing mech-
anism would be necessary to make the operation profitable. Since the cost
to society of having one more individual use the highway is practically zero,
efficient utilization requires that the price be set at zero. To attain
a condition of optimal allocatjon of resources, gcvernment would have to take
charge of highway construction, and provide highway services free of charge.
Also, where risks are so great that no private undertaking of certain projects
(e.g., space explorations or development of atomic energy) is possible, gov-
ernment involvement is justified.

5. In the case of a pure "publin good''--that is, when a given good
is jointly consumed by all citizens, and where there is no practical way to
exclude citizens from ennjoying this particular good or service (such as
national defense)--government must step in and provide the good or service.

6. In some cases, the free market allocation of goods or services
appears unsatisractorv. Society may desire more of a given good or service
than is allocated by the free market mechanism because it considers a good
especially meritorious. Evamples are educatiecn; care of the aged, infirm,
and disabled; and veterans' benefits.

/. Society may be dissatisfied with the distribution of income znd
wealth. Government action is then called for to effect changes in the dis-
tribution of income such that levels of poverty and inequality of income
will be reduced.

The federal pcverty programs reflect both allocative considerations
and redistributive goals. 1In the allocative category, elimination of slums
and urban blight will provide not only direct satisfaction to the inhabitants
of thesge areas but also external benefits to those who travel through or are
engaged in commerce in or near the area. Further, manpower programc may re-
duce crime and hence police costs. Moreover, the additional manpower which
such programs are designed to create may have favorable impact on labor
market conditions, and thus on area income and growth. Finally, enhancing
the earning power of the poor is a primary goal of income distribution
policy. It is clear, therefore, that government involvement in manpowver
training of the hard-core unemployed may be justified on several grounds,

Resource Allocation

Urderlying all economic systems is the fact that resources are
scarce. The job of the economist is io suggest ways and means that would
provide the best possible allocztion of scarce resources among compcting
uses to achieve maximum "social welfare." Tt has already heen shown that
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resources for governmental use should be so allocated only if one (or more)
of the above categories is satisfied. Moreover, since the institutional
framework in the United States is such that the resources at the disposal
of government arc virtually fixed (by virtue of the tax system and the dis-
inclination on the part of Congress to resort to substantial budget def-
icits), there is a serious problem of allocating the available resources
among the various areas to which government is expected to contribute. In
¢ 3sence two broad questions may be asked: (1) What share of the budget
snould be allocated tu each governmental department or agency? (2) Given
the resources available to each department, how should these be allocated
to each program within the department?

The CEP is in one sense an attempt to allocate public funds on a
program basis rather than in the conventional by-department manner. When
allocation is made on a progiam-by-program basis more funds may be channeled
into projects that are expected to provide high returns (over costs, of
course). Yet the CEP seeme to have received a high priority by the Johnson
administration not just because of the expected net returns but slso becausc
of the pernicious circumstances that have precipitated the turmoil in the
urban slums of the nation.

In any event, the problem of resource allocation should seriously
be considered at each level of government activity. For exemple, as soon
as the target arca of the CEP or the Model Cities program has been defined,
all other areas outside this target area are excluded. But many other areas
need some federal support--for example, to rebuild the slums and retrain
the labor force or to prevent th possibilities of those areas beccomning
slums and the labor force being undertrained and undereducated. Therefore,
part or zll of the benefits--if any--of the public effort in the slums will
¢ ~tainly be offset by the costs of not using these funds elsewhere. Sim-
ilarly, when morc slots under the Manpower Developrment and Training Act
(MDTA) programs are given to the severely disadvantaged, there is less
room for training individuals who are not hard-core unemployed. Yet there
are many persons vwho could not receive training from the private sector,
despite the fact that they are not included ix the disadvantaged group--
or would not receive as much training if left to the mercy of the private
training programs--so that there is a strong possi-ility that training
the disadvantaged may render a net economic loss to society.

Given that society desives to alleviate poverty, a number of op-
tions are open to govermment in order to achieve the stated eonal, The.
choice of retraining and manpower development programs reflects the belief
that people should be self-supporting, if mentally and physically capable,
so that federal funds are spent only toward promoting "equal opportunity"
or similar slogans that imply limited reliance upon society hy the in-
dividuc | receiving help. lowever, it is quite likely that for some in-
dividuals training and manpower programs are useless: for others, the
result may be ambiguous. In any event, it is clear that a ce.tain degrec
of substitutability exists between the provision of cash income to the
poor and the provision of munpower services. The principle of optimal
resource allocation demands that both alternatives be examined with regard
to the net benefits that may ensue.
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MEASURES TO COMBAT POVERTY

Poverty could, of course, be eliminated by providing a "guaranteed
income" of x dollars per family (x varying with family size and other con-
siderations), so that by definition there would be no more poverty. In
this case there would be no need to know what causes poverty--so long as
the population was prepared to pay tlte suns necessary to completely elimi~-
nate poverty. However, there is a great deal of reluctance by taxpavers
to support everyone whose income falls below a certain level for whatever
reasons and for long durations of time. 1In addition, while defined poverty
could be eliminated, some problems could not be solved by income redistri-
bution. For example, some of the unfavorable externalities mentioned above
may not necessarily disappear with the elimination of poverty. Also, aside
from the existing waste of human resources, a guaranteed income formula may
encourage some individuals who heretofore were self-supporting to become
public charges. This seems particularly plausible for those who are at the
margin of poverty and who do not possess ary inclination toward work other
than for obtaining cash income. Lampman (1965) rejects the guaranteed in-
come formula for this reason. Ile suggests instead a "negative income tax"
approach which would maintain incentive.

In traditional economic thought individuals are expected to possess
some preference ordering for income and leisure. That is, at any point
in time, every person will have an explicit or implicit rate of substitution
between a small increase in income and an alternative increuse in leisure
(vhere leisure per day equals 24 minus total hours of work per dav). There-
fore, if more leisure is always preferable to less, and if no sacrifice in
income is anticipated, an individual whose income is on the threshold of
poverty is very likely to work fewer hours (if any) once a guarantced in-
come scheme becomes available to anyone regardless of circumstances. Note,
however, tnat such an assertion depends on the type of income maintenance
program that becomes available as well as on the inherent inclinations of
individuals in our society for or against work. Some recent evidence in-
dicates that a higher level of payments under the General Assistance Pay-
ments (GAP) program results in very little or no increase ir the numher of
welfare recipients. According to Kasper (1968), ". . . workers arrive on
the veifare rolls after a long journey which entails unemployment, the
exhaustion of unemployment insurance, and the withdrawal of possibilities
of further private charity." Kasper concludes, therefore, "that few
workers,are receiving GAP because they prefer this kind of welfare
assistance to earning a living" (p. 88).

There are still some who believe that changes in the level of
assistance would have disincentives on work (Brehem and Saving, 1964 and
1967; Stein and Albin, 1967). But their main argument is weakly, if at
all, supported by state-by-state data on the level of GAP. Sureiy, much
of the variation between states can be (and is) explain-d in terms of
environmental, legal, and institutional characteristics. But perhaps a
more important consideration should be given to some types of subgroups
in society that may have significantly different attitudes toward work.

For such groups the disincentive effects of an income-maintenance program
may be quite substantial. While there is only fragmentary evidence on this
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score, a study by Patten and Clark (1968) indicates that for the Negro hard-
core unemployed in Detroit jobs are wanted only

to the extent that sufficient money is obtained by having
jobs. . . . Jobs could be dispensed with if there were
sources which could provide sufficient money (such as
"guaranteed income" perhaps) and allow the respondents to
use it as they wish. The attitude toward work for these
pecple is pragmatic; work is a means to Wages. Worlk for
other reasons tends to be of lesser value. They have no
reason to expect intrinsic joy in work and little of the
Puritan Ethic we hear so much about in studies of white
middle class Americans. [p. 44]

Anotner empirical study fairly well summarizes the expected effects
on werk incentives of an income-maintenance program: "Although the average
change in vork effort over the ertire population is likely to be small, cer-
tain low-income workers may show substantial changes in hours worked. The
change will be most pronounced for workers ir. the lowest income brackets,
partly because these persons have low wage rates and partly because they
come from large families" (Leuthold, 1968, p. 323).

Given the apparent reluctance to provide comprehensive and effective
income-maintenance programs, and the fact that even a guaranteed income
scheme cannot solve all of the complex facets of poverty--at least in the
leng run--other anti-poverty programs must therefore be established that
will (1) be supported by the electorzte and (2) achi~ve the goals of re-
ducing poverty and thereby elininating as many of the exterralities as
is feasibie under the constraint of limited resources.

The Structural and A-cregate Demand Hvpotheses

Economists have long been engaged in a controversy on the cauces
of unemplovment. One school of thought maintained that unemployment is
mainly a question of supply; that is, if the necessary skills and training
were provided to all members of the labor force there would be no unemployv-

ment, except for a small rate due to job turnover ("frictional' unemployment).

The general 'cause' of unemployment, in this extreme view, is the effect of
automation. And while most would agree :hat automation crecates as many
jobs as it destrevs, its effects are still considered by many to be oune

of the mos: important causes of unemployment and poverty:

Consequently, the economy tends to create a frozen, un-
usable industrial reserve army with no palpable relation to
the affluent, functioning segment of the society. One may
estimate the hard-core uncmployment attributable to such
structural change, that is, stemming from alterations in
production functions or capital-labor coefficients, or
whatever it is the theoreticnl economist wishes to call
them--changes that are inherent in technology--at approx-
imately 1.3 million persons. But this is merely the
visible portion of tochnology's toll. To these sculs

mq’



36

one must add, as does Leon Keyserling, a million or more
workers who have dropped out of the labor force because
they gsot tired of looking for jobs and are therefore not
counted in the official census, and a million in full-

time cquivalents for those working part-time. [Seligman,
1966, p. 9]

At the ovher extreme are those maintaining that unemplovment and
poverty result from the lack of aggregate demand which would create
sufficient jobs for everyone, regardless of level of training. Th2 argu-
ment is quite straightforwvard: with a sui ficiently tight labor market,
employers will tend to relax their hiring standards, disregard noneconomic
attributes of the workers (such as age, sex, race), and will pay a "living
wage" to every cmplo ece.

But most students of poverty and unemplovment are agreed that
neither one nor the other hypothesis can bv itself explain the phenomenon
of unemployment. Rather, a combination of both hypotheses is a more plaus-
ible explanation. It becores a basically empirical question as to which
hypothesis is more important at any given time in any particular place.
Further, it can be illuninating to attempt to estimate the possible decline
in poverty that will ensue when national income increases by x percent.
There is some evidence on this question (Gallaway, 1965, 1967; Aaron, 1967).
Assuming that the CPEA dcfinition of poverty is acceptable, and assuming
that the rate cf growth of GNP during the period 1957 to 1980 is expected
to equal that experienced during the period 1947 to 1956, while the un-
cmployaent rate remains at 4 percent, Gallaway estimated that by 1970 the
rate of poverty would be 12.6 percent and in 1980 jusc 6.4 percent--com-
pared with the actual rate of 17.6 percent in 1964.

Aaron (1967) pointed out, however, that the measure of poverty
used by Gallaway is far from adequate. He also demonstrated that Gallawav's
estimates are very sensitive to the form of the equation used for estimation
(semi-logs versus double logs). Aaron's study corroborates the estimates
giver by the CLA--showing a poverty rate of about 10 percent in 1980 (see
assumntions above)--not 6.4, as estimated by Gallaway. 1In addition, Aaron
shows that while the overall rate of poverty is likely to decline as the
economy grows, the decrease in the incidence of poverty will be substantially
less for specific segments of the population than :or the nation as a whole.
This lends some support to the "backwash thesis," i.e., the assertion "that
some disadvantaged groups benefit to a smaller extent from growth than does
the remainder of society" (p. 1231).

Some other interesting hypotheses are related to this discussion.
For example, as agiregate demand increases, would unemplovment actuaily de-
crease or would there be an increase in the labor force (as some individuals
wvho were not previously in the labor force join in the search for jobs when
they see a tighter labor market) so that there might be an offsetting ten-
dency to reduced unemployment? This is t . "Discouraged Workers Hypothesis"
(Barth, 1968). Another, the "Additicnal Workers lypothesis," asserts
". . . that rising levels of unemplovment bring additionai or secondary
workers pari passu into the labor market. As uncmployment rates contract
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. . . these additional workers will leave the labor force" (Barth, p. 375).
Once again, there are some fragmentary bits of evidence to substantiate
these hypotheses, but as yet no conclusive evidence for or against either
can be founa.

In view of the preceding comments it appears that attempts by
the government to reduce the rate of unemplovment by promoting aggressive
fiscal and monetary policies may not succeed. But even if these policies
cannot reduce the absolute size of the unemployment rate, they may yet
reduce poverty substantially. At the same time, aggressi.. aggregate de-
mand policy cannot solve the problem of poverty in its entircty because
some groups are less likely than others to benefit from the fruits of
economic growth. Further, there are always those individuals who cannot
hold jobs because of mental or physical deficiencies (some of which may be
correctable). Finally, even a tight labor market cannot guarantee the
quick absorption of the entire labor force into above-poverty level paying
jobs, so that the nation is still confronted with (at least) a short-run
problem of poverty.

Even supposihg that poverty is primarily a question of insufficient
aggregate demand, there are numerous political, economic, and other con-
straints that prevent the pursuance of sufficiently aggressive fiscal and
menetary policies. Moreover, even if such aggressive policies as are
necded on the national level are followed, there is no guarantee that the
same will be true for each locality. If it is agreed that labor mobility
is not perfect (i.e., many pevions are reluctant to change their places of
residence despite the fact that better jobs are available elsewhere),
pockets of unemployment and poverty are likely to occur. And the remedy
to such bottlenecks is to be found in an entirely different program of
action.

There is another serious deficiency in the aggregate demand ap-
proach. While it may be sound on economic terms it ignecres what is termed
"social injustice'--an awareness in modern society of the plight of the
poor, and in particular of the norwhite poor. Then the goal becomes not
just full employment, or the provision of a "minimum decency" income to
all Americans, but also the alteration of existing employment patterns
by promoting as many of the poor as possible from low-paying menial jobs
to skilled, semiskilled, and even professional and managerial positions.
This type of goal calls for an entirely different approach.

Short-run versus Long-run Remedies

Providing the poor with cash income to lift them above the poverty
level (however defined) may serve to satisfy the collective conscience

Barth presents some evidence on both hypotheses and compares the
results with earlier evidence from Strand and Dernburg (1964).

4. M ok w -
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of society and, perhaps, the recipients of the grant. As stated above, this
may be the only solution for some segments of the poverty-stricken popula-
tion. But for others this type of relief may not be optimal in the long
run, For it may well be that if additional sums were to be spent for the
purpose of training or retraining the individuals under consideration, some
or ali of them might, in time, become self-sufficient. The costs to society
of such training programs can clearly be delineated. And while the total
benefits cannot be directly estimated (due, in particular, to "intangible"
benefits exemplified by increased optimism, improved family environment,
etc.), some benefits can. For example, it is possible to estimate the
anount that would have been spent on transfer payments in the future had
these individuals not become self-sufficient (or even partially so). Fur-
ther, if the newly trained perscn becomes a taxpayer, the future flows of
tax meney represent a "payment" on the investment made earlier. In sum, it
would be possible to compare the visible costs with estimated benefits
(using some cost-benefit criterion). Such an analysis is likely to shed
some light on the comparative worth of different programs (Mangum, 1967).

Morcover, even some manpower programs that ostensibly appear to
be of a long~run nature really represent nothing but a short-run outlook.
In most cases the emphasis is on jobs: once an individual is job ready,
the training should step. While the importauce of job experience and the
social and psychological outcomes of employment are not in question, it
may be that the major reason for such an emphasis lies in short-run econ-
omy. That is, since funds are limited, the pattern is to prepare an
individual for a specific job--regardless of his lcng-run qualifications--
in order to make the training slot available to someone else who is not
job ready. Thus agencies may be spending huge sums to train many in-
dividuals for existing work patterns and existing job specifications in
limited occupations. .\n alternative approach could be to train fewer per-
sons, but provide them with solid backgrounds that are likely to provide
a "hedge" for future technological changes and shifting jobs and occupa-
tions. In sum, there is a short-run option of resorting to income
t "ansfers only; a short-run option of training relatively many persons
for immediate job openings in relatively inferior occupations; and a
long-run cption in which, although fewer persons would be trained,
the training would be so intensive as to reduce the likelihood that such
perscas would ever again becore public charges.

Minimum Wage

Many students of poverty have suggested that imposing minimum wages
in all sectors of the economy may be an important anti-poverty measure.
Most economists would argue, however, that such a measure might be a serious
deterrent to private industry in hiring unskilled labor. As Machlup (1965)
poiats out, a minimum wage law may actually work against the poor: ‘'The
minimum-wage constreint is an examnle of restraining of competition, since,
in reducing the employability of low-grade workers, it shelters non-poor
werkers against competition from poor workers" (p. 456). Harbison (1965)

sugpests that this problem may be solved by "paving a wage subsidy to
employers who agree to employ at the minimum wage the breadwinner of poor
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families for worn which otherwise would not be performed” (p. 205). Machlup,
however, objects to the subsidy measure: "Subsidies wc 1ld lead to ineffi-

. cient uses of labor; moreover, where families include siveral wage earncrs,

such subsidies might accruc io non-poor families. Hence we conclude: in-
come supplement to the poor--yes; subsidies to their emplovers--no"
(Machlup, 1965, p. 457). Similarly, Machlup argues that the abolition of
other restrictive practices such as trade-union minimum wages and "conven-
tional minimum wages" which are set -soluntarily by employers will contribute
to efficiency and reduce poverty. Kaufman and Foran (1968), houvever, while
concecding that minimum wages have adverse employment effects, conclude
that ". . . there is no strong evidence that this unemploymen* is unequally
distributed toward the 'disadvantaged' groups in society" (p. 216). They
further state that minimum wages do raise the wages of workers and may tend
to create a more equal distribution of personal income.

Preventing Future Poverty

It is onec thing to remedy the poverty which already exists; it is
another to prevent the occurrence of poverty in the future. Generally
speaking, education is the most important wea)on in our arsenal in this
category. But others may also be utilized: family planning; better health
for the young to avoid complications in later years (invclves better nu-
trition, prenatal and postnatal care, etc.); measures to prevent dropouts
from school (vork-study programs, cash assistance, changing the curriculunm
to make itamore relevant to the poor); urban renewal and slum clearance;
and so on. Once again, it seems that investment in such measures will
result in substantial net benefits to society. At the same time, pro-
viding the adult popuiation with adequate means of support, with training
and basic education, would Lave great impact on future generations.

Other Measures

Before closing this section, a number of other suggestions that
have been made regarding how to reduce the incidence of poverty should
be discussed. One was made by Marion Folsom (1965), who maintained
chat improvin the existing transfer payments system might do much to
alleviate poverty. For example, since unemployment insurance applies
only to establishments that employ four or more workers, an appreciable
number of poor persons (many of whom find employment in small establish-
ments) are ercluded from such benefits. Further, the level of bpenefits
under this category is tvo low to prevent poverty. Similarly, old age
insurance frlls behind the general rise in wage levels, thus creating
relative noverty among the old. Other suggestions relate to better

Some additional details are given by Machlup (1965).
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hospital planning to improve health: extension of the vocational gohabili—
tation program, which is believed to be exceptionally successful;” and in-
creased utilization of social workers, who, some believe, could do much to
solve the poverty dilemma.

Other outhors tcnd to regard the present welfare system as obsolete.
Some would even argue that our existing manpower programs are not designed
to serve the purposes for which they are intended. In particular, the fact
that the poor arc treated as "clients' reflects the attitude that no new
institutional arrangements should be implemented, but rather that we attempt
to fit the poor into existing framewcrks. Some social scientists claim that
it is not possible to eliminate poverty in America without revolutionizing
our social processes and institutions. Retraining of the hard-core poor,
they argue, should involve the poor in the entire process. If the goal is
to develop self-sufficicney, how can the poor be expected to care about
the future if they are given no voicce in deciding what their own shall be
(Ries:an, 1965; Jacobs, 1965)? Pearl (1967) suggests that providing more
servi to the pocr mav only add to the problem. The solution, he argues,
may be¢ in getting more service from the poor. He believes that the only
possitle wav out is by involving youth in the daily processes of liie,
Mereating a function” for the poor and youth in society. This spells social
change, including significant change in existing institutions, which--like
anv other attacks on the status quo--invites strong opposition from those
who believe that their own welfare is likely to be thereby threatened.

In any event, it is the opinion of many who have studied poverty
that the programs that have resulted from the passage of the Economic Oppor-
tunity Act, the Manpower Development and Training Act, and similar legislation
will, in geneval, pay off and that they do follow a "corrcct" course. Mangum -
(1967), for example, contends that the returns from helping the disadvantaged
exceed the returns that might have been realized had we shifted cur manpower
programs to the nonpoor.

Toth facilitating the emplovment of the unemplioyed and
upgrading the qual “v of the labor force are justifiable
social goals. . . . [However,] MDTA dollars are limited.
Training the disadvantaged upgrades the labor force, but the
opposite is not necessarily true. Given the limited budgets
available and the human and social costs and bencfits in-
volved, the goal of enabling the disadvantaged to share in
the progress and prosperitv of the economy would seem to
merit priority. [p. 73]

At the same time, until the inception of the CEP, these manpower programs
were poorly, if at all, coordinated. The CEP is an attempt to avoid dupli-
cation, concentrating as many resources as possible in combating poverty
among the hard-core unemployed.

5 . s

Mangum (1968) asserts that the vocational rehabilitation program
places more disadvantaged persons in competitive employment than MDTA or any
of the EOA programs and at lower average costs.
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RATIONALE OF THE CEP

The attack on poverty through the CEP and its component programs
explicitly or implicitly assumes a particular philosophy regarding the
causes of and rcmedies for poverty. Further, the types of priorities ecs-
tablished, the cligibility requirements, and the choice of target areas
reflect the belief that a particular segment of the population requires
fcderal assistance more than the rest of the community.

»

Assumption 1: Poverty is primarily due Eg_"structural" problems .

Although there are some provisions in the CEP plan for job develop-
ment by enlisting the support of private and public employers and employers’
representatives, especially through the National Alliance of Businessmen;
by conducting labor market surveys to find the extent of job vacancies
in various occupations; and by whatever other means now at the disposal
of the local employment offices, still the major emphasis is on job or-
ijentation and training; preparing the clients for cmployment by teaching
them how to act in job interviews, encouraging them to be better groomed ,
etc. (the orientation phase); providing counseling and basic education;
and, ultimately, attempting CO place them in private or public jobs. It
seems clear that it is assumed the fault lies with the individual. The
reason that he is one of the hard-core unemploved rests with the lack of
skills, education, and the "right" orientation.

As Martin Rein (1967) points out:

. . . many of these retraining programs are based on what
might be described as the theory of the poverty cycle. The
theory is familiar to all. Bad family life creates a poor
context in which to try to motivate children to use educa-
tion; consequently children of the poor do badly in school.
School failures lead to limited jobs with inadequate pay,
high uncmployment, and vulnerability to occupational ob-
solescnce. . . . This theory directs attention to the
importance of personal inadequacy. Early intervention
with programs of education and youth training, combined
with programs to strengthen family life, becomes the
strategy to reverse the cycle. [p. 46)

However, according to Rein, such policies ignore the '"critically important
task of creating more jobs," and so disregard the need for social reform--
the recognition that it is society that is to blame rather than the in-
dividuals who are poor.

Assumption 2: CEP will increase employment and rcduce poverty.

This i a rather basic assumption of the CEP as well as of the en-
tire poverty program. It is assumed that enough jobs are available to
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absorb additional workers in certain occupations for which the poor are to
be trained. This, however, requires (1) that such jobs will actually be
opened to the CEP clientele, and (2) that the poor will not replace other
workers who are in the labor force now or would have otherwise entered the
labor force. To illustrate, suppose that in a particular locality there is
a vocational school training auto mechanics. Also, a CEP program has been
establiched in the urban slum of that city, and one of the training programs
concentrates on auto mechanics. Thus, with a given number of vacancies in
this area, the newly trained mechanics of the vocational school will face
competition from the CEP trainees. If the quality of the mechanics from
both programs is approximately equal, it is clear that unless there are
sufficient slots for mechanics in the city or that such jobs are available
elsevhere and that some will thus migrate to the jobs, the CEP will not
have served the community. For if only the vocational students could get
jobs, no employment for the CEP trainees would be secured. And, if some

of the CEP trainees did obtain jobs--leaving equally qualified vocational
graduates unemployed--poverty and unemployment would merely have been
shifted from one group to another with no net gain to society (it can
easily be shown that a net loss might result). To sum up, the assumption
that the CEP will reduce unemployment and hence poverty may or may not be
satisfied--even if the training program as a whole is a total success
(which, of course, it may not be)--depends on the existence of ample job
opportunities, on the access to such jobs, and on whether the CEP trainees
will replace present or potential workers.

Assumption 3: Individuals desire work (or at least ought to work).

This is also an important assumption that the "war on poverty" (and
the CEP) implies. For the most part it is believed that individuals do
want to work if the right job can be found. And if not that, at least it
is believed that so long as they are capable of doing some work they ought
to seeck employment so as to become self-sufficient. This assumption is
clearly visible in the directives of the CEP involving, first, a plan for
training those who voluntarily attempt to join the program, and, second, a
comprehensive attempt to recruit to the CEP many of the hard-core poor who
would not normally volunteer. 1In this context it may be mentioned that all
of those on welfare are required to register with the local employment offices
and to seek employment, at least nominally. Similarly, recipients are also
liable to be directed to the CEP for employability serwvices. All of this
points to the thesis that either people want jobs, so they ought to be
trained for such jobs, or that they ought to seek jobs-~-and society will
pressure them somchow to obtain training and at least try to make them
self-sufficient.

The dangers involved when an individual is forced to seck work
against his own will are rather obvious. But, once agair, whether or not

6 . . . .
The question of adequate transportation to areas in which the
better jobs are located is a serious matter. A report on the Washington

60
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people agrece with the philosophy it is clear that the CEP operates with a
given set of mores and norms. It is an empirical question as to whether
the poor have the same or similar social values and norms as middle-class
Americans.7 If the poor do indecd have a diffcrent set of attitudes, the
bitterness and discontent perpetrated by this inappropriate approach

may work in the opposite direction altogether.

Assumption 4: The prioritv is to concentrate on the "disadvantaged."
! had A5 LO on <

llot all of the training programns were initially designed to com-
bat the poverty of the hard-core disadvantaged group. In fact, training
under the Area Redevelopment Act and the MDTA tended to favor the better-
qualified applicants. A "creaming' process ensured the selecction of the
least dicadvantaged primarily because the chances for success with a
relatively elite group were much greater. It was only after the passage
of the Economic Opportunity Act--the core of the "war on poverty'--that
a shift in priorities took place.

The recent concentration on the disadvantaged in urban slums--
mostlv Negroes--has been justified on scveral counts. First, it was
asserted that uncrnploved persons not considered to be disadvantaged could
obtain the necessarv training from the private sector of the economy it
they really desired such training. (This, of course, neglects the fact
that unions control many of the training slots in industry so that a non-
union, nondisadvantaged but unemployed person may not succeed in his quest
for institutional or on-the-job training.) Second, as Mangum has pointed
out (sce earlier discussion), training the disadvantaged is likely to both
upgrade the labor iorce and train and employ the hard-core unemployed.
Third, political unrect, riots in the major metropolitan slums, and the
continuous pressure by civil rights organizations and "black militants"
all called for some action by government. The particular course of action
by the Johnson administration was to establish the CEP and other similar
programs. Perhaps it is worthwhile noting that such programs actually
attempt to solve some of the unfavorable externalities discussed above,
whereas training the not-so-disadvantaged is likely to reduce such ex-
ternalities by a much smaller margin. There may be other reasons for
the shift toward the economically and socially disadvantaged, but the
above-mentioned aspects seem to include the majority of the most commonly
stated reasons.

CEP indicates that one of the major problems is the lack of transportation
from the center city of Washington to the more lucrative jobs in suburban
Maryland or Virginia. A similar observation of Chicago's unemployment
among the poor was made by Kain (1968).

Sce the earlier comnents on the subject of work incentives and
the attitudes of the poor toward work.

61 -




44

Assumption 5: There is a need to coordinate the various manpower programs

- e .

into an integrated system of manpower and human resource
development.

As is well known, various approaches composed of many and diverse
programs have been inetituted to combat poverty. Each program has a dis-
cinct administrative framcwork, and the final jurisdiction does not lie
within a Cabinet department but is, rather, spread among several depart-
ments (Labor, Commerce, Housing and Urban Development, Health, Education
and Welfare), the Office of Lccnomic Opportunity, and other agencies. The
complexity of programs, jurisdictions, administrative frameworks, and lines
of communication create different sets of priorities (often conflicting),
gross duplication, and competition between agencies for clients, staff, and
resources. Further, if each program cstablishes its own goals, these must
be rather limited by virtue of the cost constraint. The likely outcome of
such an uncoordinated svstem of programs is that very limited services and
support will be given to many different groups of people. Such programs
involve many individuals, but any one cannot give them the type and ex-
tent of services they need if they are to have any chance of success. TFur-
ther, if by coordinating all of the programs sufiicient sums can be saved
(e.g., by avoiding duplication, sharing staff) it is possible that more
services could be provided to the same number of clients. As the CEP has
developed, howevever, the planners seem to have decided to increase ser-
vices to a more compact group. This is evident from the eligibility re-
quirements of the CEP and the choice of relatively small target areas. For
example, one directive states that "target areas must be small enough to
insure that the concentration of effort provides visible evidence that
significant numbers of severely disadvantaged persons have gained employ-
ment" (Guidelines for Develorment, 1968). Also, directives have been
issued to all of thz agencies to increcase as much as possible the enroll-
ment of persons who meet the official definitions of disadvantaged.

The CEP is thus an attempt to provide a new organizati.nal frame-
work to old programs but with a new emphasis on helping the poor and the
disadvantaged. The organizational framework and plan of action follow the
assumptions presented above (at least on paper). The suggested "Participant
Flo Chart" is given in Figure 2-1 to illustrate the general principles dis-
cussed in this chapter.

The success or failure of the CLP will depend to @ grecat extent on
how correct the assumptions enumerated above are in each locality where
the CEP is introduced. Other factors must also be considered, such as the
degree of cooperation by local, state, and federal organizations (public
and private); the skill of the CEP staff; the amount of funds available per
client; and the availability of alternative programs and of supporting
community services and other federal and state programs.

8The chart is reproduced from Guidelines for Development, Depart-
ment of Labor (1968).
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SUMMARY AND CONCLUSIONS

This chapter attenpted to provide a concise analysis of the charac-
teristics and causes of poverty, the rationale for the remedies and for
governmental involvement in poverty programs, and the relation of the above
to the CEP. Various definitions of poverty were presented, and the psv-
chological, econnnic, and social characteristics of the poor were described
as available litcrature presents them. It was observed that different
policies would follow from different definitions of poverty.

Once poverty is defined and analvzed, programs to reduce it must
hinge upon our ability to specify the root causes of poverty. Therelore,
the measures to reduce poverty depend on what the main causes are con-
sidered to be. In that light, the assumptions inherent in the CEP were
explicitly analyzed. To repeat, even if the CEP chooses the most skillful
staff and provides cxcellent training, counseling, and orientation for its
clientele, the program will not succced unless the assumptions upon which
it appears to be based are reasonably accurate.

As the CEP matures--and as more detail and data become available--
it may be possible to ascertain whether the fivc assumptions prove to be
generally accurate. The remainder of the report conc.rning the study of
the Columbus, Ohio, CEP attempts to shed additional light on this very
important question.




Chapter 3

ECONOMIC CHARACTERISTICS OF THE COLUMBUS METROPOLITAN AREA

In the preceding chapter it was asserted that a successful program
to combat poverty cannot materialize unless both of the following condi-
tions are satisfied: (1) there must be sufficient demand for individuals
whose abilities and skills resemble those of the Concentrated Employmeat
Program clieantele; and (2) placement of CEP enrollees in competitive jobs
is not likcly to result in the replacement of non-CEP individuals. The
major function of the CEP is not to train individuals for new skills but
rather to channel them to jobs for which they are already qualified. This
ic not to deny that training is given to some CEP enrollees. What is be-
ing emphasized is that the great majority of the enrollees receive little
skill training, and attempts are made to place them in jobs as soo0n as
placement is deemcd feasible.

Conditions in the Columbus labor market area which existed at the
time this study was conducted wil., provide some clues as to whether the
above two conditions are in fact reasonably accurate. In this chapter the
general characteristics of the Columbus labor market, its population, and
other pertinent information are exar’»ed. While the analysis cannot, by
itself, answer the main questions of this report, it is an important link
in attempting to assess the effects of the CEP program in Columbus.

THE COLUMBUS LAROX MARKET

The city of Columbus, Ohio, is located in the heart of the nation's
marketing area and forms the base of the Columbus Standard Metropolitan Sta-
tistical Area. The counties comprising this SMSA are Franklin (the central
county, containing the city proper), Delaware, and Pickaway. The majority
of the population, labor force, and industry are located within the boundar-
jes of Franklin County, but the other two provide additional area for future
expansion.

The population of Columbus has been increasing rapidly. While in
1960 the total population of the city was 471,316, in 1970 it was 539,667.
The growth of population in Franklin County has been quite dramatic, with a
population in 1970 of 833,249 compared to the 1960 figure of aiout 683,0C0.
Both the city and the SMSA have experienced net in-migration during the past
several decades, and present indications point to a similar trend in the
foresceable future.
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Employment and earnings have both increased substantially since 1950.
With new businesses being cstablished regularly, the demand for labor hac
kept pace with increased labor supply. In addition, there is sufficient di-
versification of business and commerce to support a highly diversified labor
supply. The Columbus SMSA includes not only & host of small and large indus-
trial firms, but zlsc the state offices of Ohio, Ohic State University, and
the services, retail and wholesale trade, tcansportation, and other establish-
ments typically found in large industrial areas which employ a large number
of individuals of differing skill levels.

The potential growth of Columbus and the surrounding area is also ev-
idenced by the development of an international airport, and its proxinmiry to
rich coal mines, which supply the area with both necessary raw material for
industry and a source of energy. Without elaborating further at this point,
it can be said without reservation that the Columbus area is a promising
ground for industrial and commercial growth. It appears that such a large
labor market area, with its diversification, could easily absorb additional
workers without seriously affecting job-seekers who are not enrolled in the
CEP. The remainder of this section will concentrate on specific characteris-
tics of the market, namely, employment, earrnings, pcpulation, and other rele-
vant data.

Employmenc and Earnings

Some background information on past employment trends in the Columbus
area is prescnted in Table 3-1. The largest categories of employment have
been in the manufacturing industries and wholesale and retail trades. Further,
the percentage distribution of emplcyment by type of industry has not changed
markedly since 1950. As mentioned above, the contribution of government in
the form of labor demand has been quite substantial, owing in large measure to
employment opportunities open to individuals in the state offices which are lo-
cated in the city of Columbus.

Although the above information (on past trends) is informative, of main
interest to this report are conditions in the labor market at the time the study
was conducted. That is, since the CEP attempted to place a number of persons in
the labor market at that time, the success of such placements depended on the
strength of the labor market then and its potential in the future. The CEP en-
rollees would likely be the first group to be laid of f should conditions in the
labor market worsen; hence the success of the CEP hinged largely upon the future
trend of supply and demand in the labor market. Because the future could not be
forecast with certainty, attention must bz focused on the conditions which existed.
Table 3-2 provides data on the trend of employment in the Columbus area during the
period immediately prior to and during the study.

Total employment increased at an average annual rate of over 4 percent--
with as high an increase as 6.7 percent in January 1969 relative to the level of
employment a year earlier. Month-to-month variations are also reported. In gen-
eral there was a consistent increase in employment, seasonal fluctuations (as
well as those due to labor disputes) notwithstanding. (An increase of one-half
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Table 3-1

Distribution of Employment in Franklin County

Employment Census Percenta.e Distribution
Category 1950 1960 1967 195G | 1960 | 1967
A A %
Total for County 202,675 }256,684 304,747 100.0 |100.0 {100.0
Government (City,

Co., State, Fed.) 22,266 | 35,869 34,505 11.0 | 14.0 | 11.3
Manufacturing 52,743 | 70,162 74,556 26.0 | 27.3 | 24.5
Wholesale & Retail

Trade 43,375 | 51,042 76,719 21.4 | 19.9 | 25.2
Transportation,

Communications, &

Public Utilities 19,428 | 18,849 20,9599 9.6 7.3 6.9
Construction 11,687 16,047 17,362 5.7 6.2 5.7
Agriculture, Mining,

& Quarrying 6,221 3,489 3,48° 3.1 1.4 1.1
Finance, Insuranrce,

& Real Estate 10,369 | 17,861 24,437 5.1 7.0 8.0
Service 33,818 | 43,365 52,680 16.7 | 16.9 | 17.3
Other 2,768 1.4
Source: Columbus Area Chamber of Commerce, Columbus Area Growth Report for

19 8.

An individual is considered to be i
employed or seeking gainful employment,

of 1 percent from one month to the next
It must be noted, however,

implies an annual increase of about
that it is not enough for emnloyment
What is needed is an increase in employment

r--due to either naturzl growth or

6 -

n the labor force if he is either

The size of the labor force is,
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Table 3-2

Nonagricultural Wage and Salary Employment
in Columbus Metropolitan Area, 1968-1970

Percentage Change
Emplovment (in thousands) of Total Fmplovrment
Manufac- Non-manu- From a |[fFrom Previous

Month turing facturing Total |Year Ago Month
September 1968 87.9 262.1 350.0| 3.7 .7
December 90.3 272.7 367.1| 5.2 1.4
January 1969 °1.8 265.8 357.6| 6.7 -2.6
May 92.0 276.7 368.7] 4.5 1.1
August 92.2 278.6 370.7{ 4.6 .8
December 94.2 290.5 384.7| 4.6 2.3
January 1970 93.4 280.7 374.2y 4.6 -2.8
April 92.1 288.§ 381.0; 4.0 1.0
August 91.3 290.3 381.6! 2.4 .6

Source: Ohio lLabor Market Information, a monthly publication of the
Division of Research and Statistics, Ohio Bureau of Employment
Services, Columbus, Ohio.

therefore, the sum of the number of people employed and the number of unem-
ployed. To be considered "unemployed'" oi "involuntarily unemployed," one must
state that he is actively sceking employment. If this is not the case, the
unemployed individual may be considered as '"voluntarily unemployed," and
therefore not part of the labor force. The distinction between 'voluntary"
and "iavoluntary' uncmployment is a crucial one, as the analysis of unemploy-
ment will perforce disregard all those who are considered voluntarily unem-
ployed. In some cases these individuals are truly outside the labor force,
having no desire whatsoever to be part of it. On the other hand, this group
of voluntary persons often includes some who would joir the force if and when
conditions improved to the point where they would have a much better chance

of obtaining a job. Thuc, even if the absolute number of the unemploved does
not decrcase, the composition of this group may, indeed, change. Also, a given
decline in unemployment may conceal an even greater decline due to this effect
(sec the analysis of the '"discouraged workers hypothesis" in the preceding
chapter). 1n any cvent, the record of unemployment in the Columbus area is an
indication that the increase in labor demand more than compensated for any
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ijncreases in labor supply. Whereas in 1966 the unemployment rate (defined
as the number of unemployed ac a percentage of the total labor force) was
2.7 percent (in the metropolitan area), it declined to about 2.2 percent
in 1967. Selected months are recorded for 1968 through 1970 in Table 3-3.
Again, disregarding seasonal and other external fluctuations in the unem-
ployment rate, this table indicates that the increase in labor demand
matched the increase in labor surply, maintaining extremely low rates of
unemployment. One must remember that the rates reported in Table 3-3 are
far below the national average of about 3.6 percent (in 1969) .1 Also, as
mentioned earlier, a constant rate of unemplioyment may be due to the "dis-
couraged workers hypothesis" so that increased labor demand may actually
have exceeded the increase in labor supply.

As employment has increased over the years so have wages. Such an
increase may be attributed partially to "inflation," meaning that certain
increases in wages were necessary to leave purchasing power (at least) un-
changed. However, average weekly earnings rose from about $90 in 1958 to
more than $122 in 1967, implying that wages increased during the period at
an average annual rate of 4 percent. During the same period, the Consumer
Price Index increased by 15.4 percent, or by less than 2 percent per vear.
Consequently, it appears that workers, on the average, enjoyed a higher
standard of living in 1967 than in 1958. The increase in earnings by indus-
try, for that period, is given in Table 3-4.

Adcitional data on earnings are given in Table 3-5 for selected
months. The variation in earnings among industrial groups is sharply dis-
cernible. Typically, workers in construction fared far better than those
in other areas. Manufacturing and transportation pay similar (average) wages,
while workers in the wholesale and retail group appear to earn much lower
wages than members of the other three groups. Similarly, the growth in earn-
ings is larger in the construction industry than in the others. For example,
the percentage change from August 1969 to August 1970 in gross earnings of
production workers in construction was 7.4 percent compared to 2.7 percent
in transportation and utilities, 3.8 percent in wholesale and retail trade,
and 5.4 percent in manufacturing. On the whole, the trend of rising salary
levels appears to continue well into the 1969-70 period. It should be noted,
however, that the real ecarnings of workers have not increased much (if at all)
recently duc to severe inflationary pressures.

Population

It was noted above that the population of the Columbus area has been
increasing rapidly in the past decades. As Table 3-6 indicates, the popula-
tion of the city of Columbus increased by an average annual rate of about 2.5
percent during the period 1950 to 1960; during the .same pericd, the rate of
increase in the population of Franklin County was about 3.6 percent. Expansion

lSee the Economic Report of the President (Washington: 1969), p. 255.
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Table 3-3

Unemployment in the Columbus Area, 1968-1970

! Unemployment

Month § Employed Unemployed Rate
September 1968 | 386,000 9,300 2.4
December 295,700 10,000 2.5
January 1969 389,300 8,700 2.2
May 405,500 6,700 1.6
August 406,700 8,200 2.0
December 416,700 10,600 2.5
January 1970 406,600 11,100 2.7
April 415,700 14,300 3.3
August 418,300 11,100 2.6

Source: Ohio Laber Market Information, a monthly publication of
the Division of Resecarch and Statistics, Ohio Bureau of
Employment Services, Columbus, Ohio.

continued during the 1960's at an average annual rate of 1.45 percent for
the city of Columbus, 2.20 percent for Franklin County, and 2.14 percent
for the entire metropolitan area.

Part of the increase in population is due to natural growth (i.e.,
resident births less resident deaths). During the period 1960 to 1968,
resident births exceeded resident deaths in Franklin County by more than
88,000, implying a net natural increase of 31.2 persons per day. The rate
of natural increcase in the city of Columbus was substantially lower—-21.7
persons per day.

Natural growth accounted for less than 50 percent of the increase
in the population o. Franklin County but for more than 60 percent in the
city of Colurbus. This may be due to out-migration from the city proper to
the ocutlying areas in Franklin County. Yet the net migration into Columbus
was still positive--at a rate of 17.3 persons per day. This suggests a change
in the composition of the Celumbus population, particularly if many of the in-
migrants into the city came frem rural areas (especially from the South). Data
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Table 3-4

Average Weekly Earnings in Franklin County,
Selected Industries '

Average Weekly Earnings Percentage

Industry 1958 1967 Increase
Mining and Quarrying $114.80 $151.39 31.87
Contiract Construction 103.38 153.31 48.29
Manufacturing 102.90 142.92 38.89
Transportation and

Utilities 100.15 142.42 42.20
Wholesale and

Retail Trade 73.95 99.26 34,22
Services 65.51 92.43 41.09
Total, All Industries 89.92 122.36 36.07

Source: Ohio Bureau of Employment Services, Division of Research and
Statistics.

presented in Chapter 4, for example, indicate that 40 percent of the poten-
tial CEP participants who never enrolled attended high school outside of
Colunbus.

Another source of population growth for the city was the annexation
of areas to Columbus, extending its area from 39.4 square miles in 1950 to
116.0 square miles in 1968. Additional areas are to te annexed in the fu-
ture, providing for added growth of both the city's population and its in-
dustrial base.

In sum, more than half of the increase in the population of the area
(Franklin County) is attributable to net in-migration. This suggests--given
the low unemployment levels--that the Colurmbus are.. is definitely capable of
absorbing 1,000 or more CEP enrollees into its labor market annually without
seriously affecting other present or potential workers. It must be observed,
however, that the analysis has so far dealt with total employment, total earn-
ings, and total population. Given the diversity in the Columbus labor market,
it scems quite likely that workers of all types and grades might be needed.
However, there are certain occupations which have been in chronic surplus
(i.e., jobs for which the supply far exceeds the demand). If the CEP partici-
pant is typically trained (or otherwise qualified) to fill only such jobs for
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Table 3-5

Average Weekly Earnings of Production Workers
in Columbus Metropolitan Area

Transpor- Wholesale
Manufac- Contract tation and
Month turing Construction and Utilities} Retail Trade

September 19€8 $136.03 $184.14 $139.59 $101.24
December 137.90 172.80 138.47 97.98
January 1969 134.62 175.55° 141.89 101.83
May 137.87 187.85 145.75 104.63
August 139.63 219.20 147.68 106.72
December 146.90 206.56 147.70 103.60
January 1970 141.10 200.32 148.23 106.96
April 139.91 211.68 145.67 108.09
August 147.17 235.46 151.62 110.84
Percentage
Change
September 1968
to
August 1970 8.19 34,12 8.62 9.48

Source: Oh.o Burecau of Employment Services, Division of Research and
Statistics, Ohio Labor Market Information.

Not comparable with previous figures due to change in sample
composition; percentage change is January 1969 to August 1970.

which sufficient demand is lacking, the fact that the overall outlook is
favorable may be of little value to those for whom no johs appear to exist.

THE DEMAND FOR AND SUPPLY OF LOW-SKILL LABOR IN COLUMBUS

A number of theories have been advanced in recent years regarding che
labor market behavior of low-skill individuals residing in the urban slums.
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Table 3-6

' Total Population in the
Columbus Area, 1950, 1960, and 1970

Average Average
Population Percentage Population }Percentage
Areca 1950 1960 Increase 1970 Increase
City of Columbus 375,901 471,316 2.54 539,667 1.45
Franklin County 503,410 | 682,962 3.57 833,249 2.20
Metropolitan Area” | -- 754,885 - 916,228 2.14

aMetrOpc,litan Area--Delaware, Franklin, and Pickaway counties after
October 18, 1963.

These theories have tended to consider cither the demand side of the labor
market or other conmsiderations which pertain to the supply side of the equa-
tion. Some of the observations made were virtually void of any real empir-
ical content and thus could not be very useful in suggesting remedial action.

The Qucue Theorv of the Labor Market. Observations based on the hir-
ing practices of firms suggest that employers classify potential applicants
according to their productivity—-which, in turn, depends on training, exper-
ience, and other variables--and hire according to the relative position of
workers in the resulting queuve (Mangum, 1969) . Given aggregate demand, the
most promising workers will be hired first, so that the less promising might
remain jobless. Similarly, when aggregate demand changes, additional hiring
(or firing) will procced according to place in the queue. Thus the individuals
least likely to be employed are those possessing the least skills, etc. If this
theory holds, the implications are clear: cither expand aggregate demand to
such a point where no unemployment exists, or train the vulnerable groups sO
that their position in the queue will be improved. The latter implication is
the one most commonly made, and it forms the basis for many of the recent re-
training programs.

The problem with the queue theory is that it concentrates only on the
demand side. For even if employers behave in the manner described by the queue
theory-—-an assumption which appears to be quite plausible--there is another
side to the coin, the willingness of the labor force to accept the positions of-
fered. Thus, even with high aggregate demand some individuals may not be employed
simply because they do not desire the type of jobs offered to them. This is the
crux of the matter. Failure to observe the labor market from both sides can only
lead to falsc impressions.
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Othcr Theorics of the Low-Still Labor Market. In a report submitted
to the Department of Lubor on the conditions in the Boston low-skill labor
. market (Deceringer, 1959), the authors contend that the queuc theory as
originally forrulated fails to explain the behavior of low-skill labor in
the market. They cite instability on the job as the principal effect of
the cultural and socioeconomic conditions which lead to a situation in which
such labor is considercd inferior in the labor market queue--which, in turn,
leads to more instabilitv. The cvcle could be broken, they argue, only if
these individuals were otfered "prinary" jcbs (distinguishced from "sccondary"
or “dead-end" jobs). Another possible exglanation is given by Doeringer's
Two-Queue Theorv, whici is essentially an argument in favor of a supply-~demand
relationship. That is, both employers and workers form judgments with respcct
to one another's desirabilitv. Just as some applicants might be considered
undesirable by some emplovers, so do some job seekers consider certain open-
ings highly undesirable. Still, Doeringer's thcory does not explicity regard
the supply-demand relationship as the source of disequilibrium in the low-
skill labor market.

Supplv and Demend. Any labor market theory which is based solely on
either the denand or the supply side is almost ceriain to be misleading un-
less it can bc shown that the other side (supply or demand, as the case may
be) is completely neutral. From both intuitive and empirical points of view
it can be safely asserted that reither the demand nor the supply of labor is
neutral (with respect to the other). That the two interact cannot be denied.
Therefore, an explanation of the bechavior in the market must include both
sides. Some of the theories alluded to above make a motion in the right di-
rection: they purport to describe both supply and demand variables and attempt
to reconcile the two sides. The report mentioned above concludes that public
policy should be concentrated on the demand side; that is, either induce em-
ployers to offer primary jobs to the disadvantaged, or, pethaps, let the gov-
ernment itsclf offer such jobs. Such a conclusion assumes that the supply
side is to be held constant.

An entirely different approach would be to concentrate on the supply
side: build a system of inducements--coercive, if necessary--such that low-
skill workers will either agree to accept low-waga jobs or be trained for
better ones. BRest of all would be a policy impinging on both sides of the
market, exerting influence on employvers to eliminate excessively rigid hiring
standards while at the same time inducing workers to adapt to the available
jobs by whatever means are considered appropriate.

The empirical investigation of the Columbus low-skilled labor market,
which follows below, is necessarily crude. Yet it serves to observe the la-
bor market from the perspectives of both the employer and the potential em-
ployee. In this case, both the employers and the potentfal employees had al-
ready been subjected to some "condit.oning." The former had been exposed to
the appeals of the National Alliance of pusinessmen and the contacts from the
job development staff of the Columbus CEP. Many of the workers (CEP partici-
pants) attended the CEP two-week orientation program, which emphasizes job
adjustment skills.
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The Demand for Labor in Columbus

A crucial assumption of a manpower program is that there exists suf-
ficient demand for labor of the typc it supplics. To assess the demand for
labor in Colurbus three different (though not neczessarily rutually exclusive)
sources of information were used. The first was the "help wanted" adveirtise-
ments in the Columbus Disvatch, Sunday editions (April 6 and October 5, 1969).
Newpaper ads are an important source of labor market information, and there-
fore one might expect a relatively representative cross-section of job offers
(demand for labor) to be given by this medium. One of the difficulties with
this procedure, hovever, is the often ambiguous descripticn of jobs and job
requirements. Also, salaries are rarely statcd in newspaper ads. Neverthe-
less, this procedure yvielded some insight into the nature of labor demand in
Columbus. The second source was provided by the Ohio Burcau of Employment
Services (OBLS), which publishes a quarterly report of surplus and shortage
occupations. These reports represent only those jobs that are reported to or
channeled through the Employment Service and may, therefore, not be as repre-
sentative as newspaper ads for the entire labor market. Even so, thcse reports
provided an additional scurce of labor demand conditions--and a useful one.

The final source was the CEP itself. In addition to its recruitment, orient-=
ing, and counseling functions, the CLP serves as a micro-employment service,
attempting to seccure job crders for its clients. The CEP job-order logs served,
therefore, as an additicnal source of information of labor demand in Columbus--
especially so for the CEP group.

"Help Wanted" Newspaper Advertisements. One way to determire the de-
mand for labor in the Columbus arca was, then, to explore the number and type
of jobs open to individuals. Since the maiu interest lay with a CEP-type
worker, it was decided to partition the data in the Sunday ads into (1) thosc
jobs which appeared to be applicable to a CEP worker (i.e., required at most
a high school diploma; required no specialized training, experience, Or skills;
and stipulated no conditions such as car availability or others which a CLP
enrollee could not be expected to satisfy); and (2) those jobs which were av—
licable only to persons with attributes which made them definitely superior to
any CEP enrollce. In each case, an attempt was made to classify jobs as to
whether they appeared to be "inferior," "intermediate," or "suyperior.'" The
definitions of these terms could hardly be considered "scientific';2 they
merely represented a judgment of what jobs could be considered inferior, su-
perior, or intermediate. The judgment reflects the relative prestige in each
of the occupations or the utility (or disutility) which a person would likely
derive thereirom. This is not to say that such a preference function would be
sdentical for all individuals, but overall the definitions appear reasonable.
Finally, for each job category for which salary data were available, an aver-
age salary was computed.

2Sce, however, O. D. Duncan, "A Socio-Economic Index for All Occupa-
tions," in A. Reiss, ct al., Occupations and Social Status (New York: - The
Free Press, 1961), pp. 109-38, which was used as a guide.
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Table 3-7 presents the Dictionarv of Occupational Titles (DOT) clas-
sification of jobs which were judped not applicable to CEP enrollees. 1tost
fall within the intermediate range, with the largest number in the clerical
and sales catcrery. Average salaries vary within each occupational group,
and, as Table 3-7 clearly indicates, the variation in average salaries is
most pronounced betveen the superior and the othcr two categories. In gen-
eral, these results coniirm what would have been expected a priori. When
two johs recuire the sare (er similar) qualifications and training, the unc
which is likely to be inferior--i.e., penerating greater disutility--will
command the greater wage. This explains the phenomenon cf higher average
salaries for the inferior than the intermediate group in the April sample as
the latter were likely to require little, if any, additional skills and
training. (The results for the October sample cannot be used because sal-
aries were reported only for two jobs in the inferior group.) The superior
jobs provided high salaries simply because they required greater skills and
training, the supply of which was more limited and the demand for which was
more intense than for the other groups of jobs.

Tatle 3-8 presents the results of the investigation of jobs which
did appear to fit within the expected skill levels of the CEP clientele.
Clearly, there were by far fewer jobs available for this group than for the
labor market at large, indicating the nature of the problem facing the CLP.
With relatively few openings, a CEP enrollec was forced to compete with other,
non-CEP persons--particularly when jobs for which there was surplus supply
are considered. The analysis of the shortage-surplus reports by the OBES
may help to clarify this point. Note, however, that the number of CEP-type
jobs more than doubled betwecen April and October. This could be explained by
seasonal variaticns, but a trend toward more CEP-type jobs may have begun.

Surplus ond Shortare Occupations as Reported bv the Emplovment Secr-

vice. The Ohio Burcau of Employment Scrvices publishes a quarterly report on

surplus and shortage occupations in each of the Ohio labor markets. An an-
alysis of the rcports for the last half of 1968 indicates that, on the vhole,
very few occupations were classified as "surplus" occupaticns, while for a
number of occupations demand exceeded supply for many months. At the end of
1968 cnly four occupations were considered surplus for women; for men there
were six. In general, occupations in which supply exceeded demand were in
the semiskilled and unskilled occupations. For example, there appeared tc be
excess supply fcr such jobs as material handler, janitor, porter, waitress,
and packer. Construction laborers were also in surplus, perhaps because >f
high wages and restrictive union practices.

Shortage occupations in 1969 included mostly skilled and semiskilled
jobs. Thus, the demand for automobile mechanics exceeded the supply, as was
the case for maintenance workcrs and appliance repairmen. For women, short-
age occupations included practical and registered nursing, stenography, and
domestic work. Few unskilled occupations were in short supply, and for those
that were in short supply during one quarter or another, the shortages ap-
peared to be corrected by the time the next OBES report was published.

A comparison of the reports for 1968 and 1969 reveals interesting
changes in the relative scarcity of jobs. While managerial trainces were
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Table 3-7

Demand for Skilled and/or Fxperienced Labor in

Columbus, Ohio, April and October 1969

Inferior Interncdiate Superior Total
DOT Category April  Oct. |April  Oct. April  Oct. April  Oct.
Professicnal,
Technical,
Managerial 3 - 50 11 114 119 167 130
Clerical and
Sales 21 2 237 285 70 54 328 341
Service 14 3 24 63 - 17 38 83
Farming, Fish-
eries, and
Forestry - - - - - - - -
Processing 2 - 2 5 1 - 5 5
Machine Trades - - 23 66 1 - 24 66
Bench Work 1 -— 1 3 - - 2 3
Structural Work 1 - 15 41 - 3 16 44
Miscellaneous 2 - 9 14 - 3 11 17
Total 44 5 361 488 186 196 591 689
Average Weeckly
Salary ($)@ 125.00 64.75/118.00 113.63 }266.00 261.00
Number 12 2 118 29 91 40
Source: Columbus Dispatch, April 6, 1959, and October 5, 1969, ''Help

Wanted" Section.

a . .
Based only on jobs for which salaries were reported.

scarce in 1968, they were not so in 1969. Alsc, whereas carpenters were in

the surplus category in 1968, this was no longer truc in 1969. On the other
hand, several skilled occupations were in short supply in 1969 (but not in 1968),
such as’ welder, guidance ccunselor, social worker, and physical therapist.

Orderlies, layout men, and firemen were also considered to be in short supply.
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Table 3-8

"Applicablc" Job Offers fer CEP-Type Workers
in Columbus (April and October 1969)

Job Inferior Intermediate Superior Total
Classification |April Oct. April  Oct. April Oct. ;April Oct.

Custodiua 12 8 - - - - 12 8
Kitchen 31 117 5 4 - -— 36 121
Domestic 30 68 14 2 -- - 44 70
La orer 19 27 26 126 - - 45 153
Manufacturing--

Processing -- - 7 - -- - 7 -
Sales - - 2 13 - - 2 13
Skilled - - - - 3 2 3 2

Total 92 220 54 145 3 2 149 367

Average Weekly
Salary ($)¢ |101.00  76.55| 106.00 113.84 | -- -

Number 7 11 11 18 - -

Source: Same as for Table 2-7.

2Based only on jobs for which salaries were reported.

Although the changes mentioned above are relatively few and perhaps
unimportant, a thorough analysis of surplus-shortage occupations should be an
integral part of labor market analysis. Changes in the distribution of job
vacancies could nullify much of the apparent success of some manpower programs
through orientation and retraining. But the present analysis is far from ade-
quate. There is a need to know more wbout the zspirations of employers and

employeces alike regarding the number of jobs as well as about wages and other
job conditio.s.

CEP Job Openings. Given the conditions in the labor market as out -
lined above, what tvpes of jobs--and how many--were open to CEP enrollees?

While labor markct information is transmitted through many channels--friends and

relatives, newspaper ads, Enployment Service, and so forth (Stevens, 1968)--
a major source of jobs for a CEP enrollee is the CEP itself. An investigation

B !
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of the CEP job crders for the periods February 28-April 11, and August 1-
September 26, 1969, revealcd the foliowing (sce Table 3-9): (1) tae mnjor-
ity of the openings were in the unskilled and semiskilled occupaticns pro-
viding relatively low compensation and little prestige; (2) a good many jobs
were ir the "clerical and sales" category--mostly for women--some of w..ich
might not be for permanent employment; (3) averege weekly wages varied f{rom
about $94 in "miscellaneous" to only $75 in the "professional, technical,
and managerial" category in the first meriod, and from $103.00 to cnly $76.80,
respectively, for the second period. n the majority of cases, individuals
in the "professional, technical, and wanagerial" category were sought for
such pnsitions as manager's cid - technical aid--not for respoansible man-
agerial, professicnal, or techni« i jobs. Another interesting feature of
Table 3-9 is that the relationship between average wage and job-prestigc ap-
pears Lo be inverse: the rore prestigious the job the less the salary.
Considering the relatively homogeneous quality of the CEP labor supply, this
finding is perfectly consistent with the a priori reasoning presented above.
Also, although the jobs offered directly to CEP persons were basically in-
ferior, they appeared to provide at the very least a "minimum decency" stan-
dard of living as represented by the average weekly wage. These jobs did
not scem to provide, however. for social mobility and the types of desires
and cxpectations voiced by the disadvantagad. Whether or not subsequent job
mobility, increased pay, and improved social mobility were likely to result
caniot be determined at this point.

Estimatinz the Demand Schedule for CEP Workers

Two of the sources used above to describe the demand for low qual-
ity labor in Columbus can be used to estimate demand functions for such
labor. The accepted definition of a demand schedule is one which shows how
many jobs would be offered by employers at each and every wage rate. data
arc available oun the number of jobs offered at different wage levels from
the CEP job orders and the newspaper ads. In each case the jobs cifered
must first be arranged by salary. However, this indicates only the number
of new jobs opened whenever the wage < hanges (e.g., from $64 to $66 per
weck). But an employer who is willing to hire at a given wage (e.g., $066)
would also be willing to hire the same individual at a lesser wage ($64).
Herce the demand for laborers at the lower wage ($64) includes not only the
number of jobs offered at that wage but also all jobs which carry higher
wages. Consequently, to get the demand schedule for CEP workers, cne must
calculate the number of jobs availablz at a given wage rate or any higher

wage.

Symbolically, let nj be the number of new jobs available when the
wage rate is Wj. We can calculate Nj from the following formula:

K
(l) Ni = nj
j=t

In formula (1) it is assumed that there are k wage levels, and that W >

ERIC 70
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Table 3-9

CEP Job Openings and Average Wages,
Two Periods in 1969

Number of Openings Average Weekly Wage
Feb. 28- |Aug. 1- Feb. 28- |Aug. 1-
DOT Category Apr. 11 Sept. 26 Apr. 11 Sept. 26
Professional, Technical.
and Managerial 9 6 $74.94 $70.80
Clerical and Sales : 61 21 77.38 85.70
Service 16 30 92.53 70.04
Processing 14 51 80.82 84.93
Machine Trade 28 23 87.79 84.20
Bench Work 22 15 88.69 86.43
Structural Work 35 18 77.60 93.47
Miscellaneous 43 60 93.95 103.11
Prestige Rating
Superior 1 2 60.00 71.60
Intermediate 60 107 80.40 88.06
Inferior 170 115 85.44 88.62

Source: "CEP Open Job Orders," February 28-April 11, and August 1-September 26,
issued weekly.

Wg-1 > ... Wp > W3. Then Nj is the cumulative number of jobs demanded when
the wage is Wy or higher.

The distribution of Ny (number of werkers demanded) with respect to
intervals of Wp (unit labor cost) for both the CEP job orders and the news-
papc ¢ ads is given in Table 3-10. The construction of Np in formula (1) vir-
tually guarantecs that the relationship between Wp and Np will be inverse.
But further analysis of the data could still yield some insight into the na-
ture of the demand for disadvantaged workers.

80
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Table 3-10

Demand for CEP Workers, Two Periods in 1969

Number of Cumulative Jobs (Np)2
CEP Job Orders Newspaper Ads
Feb. 28- Aug. 1-
Wage (Wp) Apr. 11 Sept. 26 April 6 [October 5
$125 and up 2 20 4 8
115-124 17 28 5 12
105-114 45 47 6 13
i
95-104 102 67 11 - 14
85-94 185 120 12 16
75-84 278 163 15 18
65-74 356 204 15 22
64 and below 399 224 18 29

4For the definition of Ny see text, equation (D).

l.et the demand function be as follows:
(2) Wp = £p(Np)

The meaning of equation (2) is simply that the demand-wage, Wp, is related
to the number of jobs offered, Np, by a function symbolized by fp. Since it
is known that BWD/bND<O3 the main focus will be on the shape of the function.

CEP Job Orders. Several hypotheses about the shape of the demand
function were exzamined. Using least-squares regression analysis it was found
that the best form for equation (2) is a quadratic equation of the form:

2

WD = a+ blND + bZND
where b3<0 while b2>0. As can be observed from Table 3-11, both by and by

have the proper signs and are statistically significant. Further, the value
of the corrccted RZ is very high, indicating that the fit is quite good.

3Changes in Np are inversely associated with changes in Wp.

|




*53CWIISD JO 10119 piBpuels = FIS ‘WOpIII3I JO S29a39p 103 PI3IVV1I0D
UOTIBUTWISIBP JO JUSTITIF0D =,Y °SSIT UO GO°Q IO oNTEA © ay3 3 JuEdTITuUSTs AT[BOTISTILIS SIE SJUSFDFIID
-0d TV - (se®sayjuaied ur) 10119 paepuels Y3iTm PIISTIT 918 SIJUSTITIII0D - (Un) @28em st ayqetiea ucmvcmamam

(1£20°0) (€918°0) (11°9)

696T ‘G 1290320

002$-0T$ 6¢ 9¢e’8 0G-Sce $96°0 S201°0 %67 8- LS %61  SPV ,Pa3uepn dray, Al
3 (g8611°0)  (TLZE°2) (1€°6) 6961 ‘9 Tradv -
88T$-0%$ 8T 09¢°TIT  89°8L LT6°0 ¢8LT°0 9z%72°cT-  ££°98T  SPV ,P@3uvey dTo4, I11 %
(72000°0) (6950°0) (1v°2) gz -+adss
0STS-9%$ 0s £88°S 70°¥ee 626°0 v¢100°0 0909°0- CO0ELT -1 *3ny
¢ s19p10 qof 11 .
(890000°0) (6920°0) (v6°1) T -ady
CS1$-2S$ 0s S¥S°9 T7°6L¢ L06°0 T€2000°0 ¢LETT 0= ve°0cCt -8¢ "q°4
‘saopap qof 1
Uy 30 SuoT1eAIISqQ 4AS a Al ZaN ay 3dedas3ug ele(q uoljenby
a3uey jo *ON

26967 UTI SpoTadg oml ‘siadioM JED 103 suot3enby purewaq

TT-€ °Tqel

Q

Aruitoxt provided by Eric

E



65

To be sure, there are differences between demand functions estimated
for the periods (equations I and I1). Thesc differences indicate that
neither should be used for precise predictive purposes. Yet the general
shape of the demand function appears to be corroborated by both equations.

The meaning of the parabolic demand functions is as follows. F r
jobs which carried a high wage there was little demand. (Only 7 percent of
the jobs offered were in the wage range of $110 zand above—-in the first per-
iod. In the sccond period, 20 percent were in this range.) Similarly, there
was relatively little demand for jobs with very low wages (4 percent and 3
percent of the jobs for the first and second periods, respectively, were in the
wage range of $66 and below). Most of the jobs offered were in the inter-
mediate wage range. Consequently, only a few CEP enrollees could expect to
be offered high-pavin; jobs. At the same time, only very few would be of-
fered extremely low wages. The majority would be offered jobs in the wage
range of $67-110 per week.

Newspaper Ads. Perhaps the major finding of this investigation is
that a very similar demend function is obtained when the "help wanted" ad-
vertisements are analyzed (see Table 3-11, equations IIT and IV). Although
there arc, once more, significant diffeurences between the two equations--as
well as between these two ard the former two demand functions--the general
features of the parabolic demand curve appear to be substantiated. A realis-
tic appraisal of these demand equations shows that it is net the lack of jobs
for low-skilled persons that resuitls in problems of wmangower utilization.
Rather, it is the fact that the CEP participants desire but cannot usually
obtain higher-vaying jobs that creates the major dilemma. The jobs offered
to CEP enrcllees through the National Alliance of Businessmen (NAB), upon
which the CEP job orders are bascd, do not appear to be in higher wage ranges
than those found in the '"help wanted" advertisements. (Still, these NAB jobs
do facilitate the placement of hard-core persons in such jobs whercas they
would probably encounter many difficulties if they tried to obtain jobs through
ads.)

Sumnary of the Demand Studies

The three sources of estimated demand for CEP workers appear to cor-
roborate one anothcr and the contention that there was sufficient demand for
workers with the characteristics of CEP participants in the Columbus labor
market. Note, howerer, that to indicate that demand is sufficient is.not to
claim that it is pientiful. DMoreover, analysis of the OBES surplus-shortage
reports indicated the possibility that changes in the demand for certain occu-
pations could occur over a relatively short period of time, implying great
vulnerability on the part of the newly hired CEP person. Again, the long-
range success of the CEP hinges on continued demand for CEP-type occupations--
unless the CEP clients are trained for new jobs for which demand is growing.
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Supply of CEP Labor in Columbus

Demand analysis, by it..1f, is interesting, but certainly not com-
plete. One must also consider the supply of workers for such jobs. The
present analysis is limited to the supply of CEP workers. Even though there
are other workers whose labor market activities will affect the type of jobs
available to CEP enrollees, some insights can still be obtained from this
analysis.

Two alternative ways of exploring the question of the supply of CEP
workers in Columbus were utilized. The first was based upon the CEP job
order response, the second upon interviews with CEP participants.

In both cases data were available that indicated the number of in-
dividuals who were willing to offer their services for each and every wage
level. The definition of a supply schedule® necessitates the calculation of
a cumulative number of persons who offer their services at each wage or at
any lower one. Suppose that for each wage, Wj, there were a corresponding
number of people, nj, who would offer their services only if the wage rate
were at least Wj. Then, if W>Wg-1> ... >Wp, the cumulative number, N; (for
each Wj), is given by:

1
(3) Ny =In

For instance, if at Wy = $64 n1 = 4, then Nj = 4. If at Wy = $66 np = 1,
then Ny = ny + np = 5. Similarly, if at Wy = $68 n3 is 2, then N3 = nj + ny

The<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>